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POT 1.1 REGIONAL R-4 
Results Revlew 

1 REGIONAL ACCOUNTING REFORM AND HARMONIZATION ACTIVITY 

(110-0005 - FY 99 $200,000 and  FY 00 $200,000) 
(180-0014 - M 99 $200,000 and  FY 00 $200,000) 

Thls actlvlty wlll be implemented In con]unctlon with POT 1 3 for 
whlch separate fundlng of $150,000 of SEED money was approved for 
FY 00 

SUMMARY 

Thls actlvlty 1s belng deslgned to promote reglonal and global 
development, ~ntegratlon, and harmonlzatlon of 1) accountlng 
and audltlng standards and practlces, 2) tralnlng, education, and 
certlflcatlon of professlonal accountants and auditors, and 3) 
development of a reglonal accountlng and audlt professlonal 
assoclatlon(s) In support of accountlng reform In the E N 1  reglon 
The proposed mechanism to accomplish thls 1s the formation of one 
or two reglonal self-regulatory organlzatlons comprlslng emerglng 
accountlng and audlt professlonal assoclatlons In the target 
countries 

BACKGROUND 

Good accountlng and audltlng practlces are essential for a 
vlbrant market economy They promote transparent capltal markets, 
a sound banklng sector, and a transparent publlc sector These 
practlces are crltlcal to the transltlon economies In EN1 where 
prlvatlzed enterprlses seek to flnance thelr operations and 
investments by borrowing money from banks or ralslng equlty 
capltal In the stock markets, and where the governments need to 
be more accountable to the publlc Good accountlng practlces also 
provlde management of these prlvatlzed enterprlses and publlc 
offlclals wlth crltlcal flnanclal and managerlal lnformatlon 

Accounting and audltlng practlces are bemg globallzed to 
facllltate capltal flows beyond borders International 
organlzatlons recognize the needs for cross-border tradlng and 
encourage development of lnternatlonally accepted accountlng and 
audltlng standards More and more multl-natlonal companies ralse 
capltal In more efflclent forelgn capltal markets, such as New 
York and London In these more efflclent capltal markets they 
wlll also g a m  access to better Investment opportunltles, as 
demonstrated by the merger between Dalmler-Benz and Chrysler 



Easy access to cross-border capltal flows wlll ald prlvatlzed 
enterprlses In EN1 to expand thelr operations and create lobs, 
contrlbute to overall economlc growth However, wlthout speaklng 
the common business language, that IS, lnternatlonally accepted 
accountlng and audltlng practices, the access may be blocked 
USAID accountlng reform actlvltles are deslgned to address these 
needs 

USAID 1s the most actlve donor In accountlng reform ln the 
reglon USAID currently has accountlng reform actlvltles In 10 
EN1 countrles, that seek to address the varlous weaknesses by 
establlshlng and dlssemlnatlng the common buslness language and 
provldlng sustainable mechanisms for such efforts Llnklng these 
country-based actlvltles on a reglonal basls would considerably 
enhance the effectiveness ln each country by 1) provldlng an 
lntermedlate and mutually supporting platform for accessing and 
asslmllatlng global accountlng and audlt trends and developments, 
2) outmaneuverlng the provlnclal barrlers to reform In each 
country, and 3) provldlng the forum for ongolng sharlng of 
materials, strategies and concerns common to the reglon USAID 
experienced a great deal of success In these country-based 
accountlng reform actlvltles In Kazakstan and Kyrgyzstan, USAID 
was able to set natlonal accountlng standards and convert 1,000 
enterprlses to the new standards whlle tralnlng 10,000 
accountants In the use of standards In Ukralne and Moldova, Self 
Regulatory Organlzatlons (SROsIhave been establlshed that would 
sustaln longer-term accountlng reform and development In 
Macedonla, a new unlverslty curriculum has been establlshed that 
would contrlbute to professlonallzatlon of the accountlng 
profession These successful methodologies need to be shared 
amongst EN1 countrles through a reglonal mechanism 

RESULTS REVIEW 

To date durlng FY 99, the followlng progress has been made toward 
achlevlng the followlng lndlcator - existence of a reglonal SRO 
admltted to IFAC 

1) A conference was held for potentlal NIS reglonal SRO 
partlclpants on the toplc of SRO development 

21 A conference was held for potentlal NIS reglonal SRO 
partlclpants on the toplc of tralnlng and certlflcatlon of 
the accountlng and audlt professions 

3) A meetlng was held In March 1999 by NIS accountlng and audlt 
assoclatlon representatlves to dlscuss the foundlng of a 
reglonal SRO The meetlng ended wlth the establishment of 
an organlzatlon committee to set up the adrnlnlstratlve 
structure for an NIS reglonal accountlng and audlt SRO 



4 )  Based on the work of the organlzatlon cornruttee mentioned In 
polnt 3, above, a date has been set In June 1999 for the 
constltutlon meetlng of an NIS reglonal SRO to be called 
"The Euraslan Accounting and Audlt Federatlon" 

USAID 1s In the process of executing a Cooperative Agreemefit wlth 
the OECD to contlnue work on development of the above-mentioned 
Reglonal Federatlon wlth a planned obllgatlon date of 8/15/99 

Plans for a Balkan Federatlon have been put on hold due to the 
unstable polltlcal sltuatlon In the reglon at thls tlme There 
1s st111 every ~ntentlon to proceed wlth the formation of a 
Federatlon of Accountants and Audltors for the Balkan reglon once 
mllltary actlon ceases It 1s expected that the creatlon of a 
Balkan Federatlon could proceed qulckly once circumstances permlt 
such an actlvlty to begln 

The graduatlon crlterla for thls particular lndlcator would be a 
functlonlng, sustamable reglonal SRO whlch has been admltted to 
IFAC The above results are dlrectly In llne wlth achlevlng the 
graduatlon crlterla To date, progress has largely met 
expectations There 1s support among the future members of the 
NIS SRO for the creatlon of such an lnstltutlon The 
organlzatlon committee continues to cooperate wlth USAID and the 
OECD as plans for the constltutlon meetlng of the Federatlon move 
ahead Any dlfflcultles encountered along the way can be 
dlrectly attributed to the exceptional nature of thls actlvity 

It 1s expected that progress through FY 01 wlll result In a 
functlonlng NIS SRO In the form of an Federatlon of Accountants 
and Audltors whlch wlll be acceptable to IFAC for membership and 
be nearmg sustamablllty as an organlzatlon POT 1 1 1s not 
seeklng addltlonal fundlng for FY 2001 but wlll be seeklng 
addltlonal fundlng In FY 2002 

2 Best Practices In Prlvatlzatlon 

Approved fundlng 

(110-0005 - FY 99 $37,500 and 180-0014 - N 99 $37,500) 

SUMMARY 

Thls 1s an actlvlty lntended to enable the central prlvatlzatlon 
technical bureau to catalyze more reglonal lessons learned 
exchanges By systematlzlng the lnformatlon available to USAID 
In the prlvatlzatlon area By brlnglng together prlnclpally 
USAID related practltloners and managers of prlvatlzatlon 
projects throughout the reglon physically at an annual symposium 
wlth subsequent follow-up lnter agency and mlnlstry exchanges, 
and by perlodlc lessons learned publlcatlon 



The USAID Prlvatlzatlon technical offlce In Washington has 
ldentlfled that there 1s lnsufflclent exchange of lnformatlon to 
gulde practltloners of prlvatlzatlon In the newer prlvatlzatlon 
program states derlved from appropriate examples prlnclpally In 
the Northern tler USAID asslsted EN1 states and Russla There 1s 
a pool of resources partlcularly In tralnlng and systems afeas 
that can and should be readlly applicable In the new state's 
programs but because of lack of personal professional llnkages ~t 
1s not done 

BACKGROUND 

Prlvatlzatlon programs throughout the reglon are varled and 
usually mlxed ranglng from mass programs to case-by-case In 
some circumstances USAID 1s taklng the lead In others lt 1s only 
playlng a supporting role All of the programs tend to have 
certaln commonalt~es, whlch can form a basls for a transfer of 
knowledge from practltloners In one program to practltloners In 
another 

USAID flnds ltself relnventlng whole wheels unnecessarily from 
prlvatlzatlon project to prlvatlzatlon project when only a 
certaln amount of add on and modlflcatlon of exlstlng programs, 
tralnlng materlals, or system support may be necessary In some 
Instances 

Increased cornrnun~cat~ons among USAID EN1 prlvatlzatlon related 
projects partlcularly now that some are maturlng whlle others are 
just starlng up would reap the reward of prevlous lessons 
expensively learned transferred across at low cost across the 
Reglon 

RESULTS REVIEW 

The approved fundlng level at $75,000 led the PER team to 
concentrate on dellvery of the flrst deliverable and related 
deslred results These were to create a catalog of USAID EN1 
lesson's learned (tralnlng materlals, operational manuals, 
software) on Prlvatlzatlon and related matters In Russlan and/or 
Engllsh 

Costs to date - The antlclpated research staff costs dld not 
materlallze as a no-net-addltlonal-cost way of accompllshlng the 
lnltlal research task was found 

Results The research phase 1s not as yet complete thus the 
production and dlstrlbutlon phase has not been lnltlated 

Step one Check USAID's central records project database CDIE 
lndlcated an lnterest In helplng wlth the prolect based on a 
fundlng available In the dlvlslonal fundlng pool They ~nltlated 



a revlew of the CDIE project database and other common databases 

a It was found there was no complete llst of 
prlvatlzatlon based prolects EM was ldentlfled as the 
only llkely source 

b Based on thelr revlew ~t was found that they coula not 
dlfferentlate prlvatlzatlon-related dellverables wlthln 
thelr records at the level of detall requlred by the 
project 

c It was found the USAID project records were incomplete 
and incompletely cataloged 

Step two It was proposed that the only complete records by POT 
1 1 (prlvatlzatlon), by country, by prolect and by contractor was 
the flnanclal record keeplng flle It was found that The Project 
llst was deflned up through Dec 1996 but the '96-'98 lnformatlon 
had not been completed The full consolidated llst broken out by 
POT, by country, by prolect and by contractor was promlsed to be 
avallable In the 3rd quarter of 1998 To date (May 1999) the 
llst 1s not avallable 

Step three When the project llsts are In hand lt 1s antlclpated 
that the project screenmg and selection process, done by 
lntervlew wlth experienced USAID staff and contracting staff, 
wlll be done by PER staff on a no cost It 1s antlclpated that 
the lnltlal CDIE flle revlew wlll not be on a cost basls It 1s 
antlclpated however that the reproduction costs, and packagmg of 
the Lessons learned matersal wlll mcur costs It 1s antlclpated 
as well that a roll out of the lessons learned package as part of 
the economlc reform lessons learned exerclse wlll lncur costs 

CONCLUSION AND RECOMMENDATIONS We recommended that Eundlng be 
retamed for the completion of thls program as part of the 
reglonal R42 effort for FY 2000 



Resource Requests 

1 Corporate Governance - Protecting USAID1s Investment In Market 
Reform 

(110-0005 - F Y  00 $500,000 and FY 01 $250,000) 
(180-0014 - E'Y 00 $500,000 and E'Y 01 $250,000) 

SUMMARY 

Thls 1s a request for a reglonal actlvlty whlch wlll 1) assess 
the current state of corporate governance In ENI, 2) bulld 
awareness of the crltlcal nature of the problem, 3) develop a 
reglonal framework for corporate governance that wlll foster an 
envlronment supportlve of a reglonal capltal market, 4) form host 
country task forces to develop country speclflc actlon plans to 
address prlorltlzed problems, 5) coordinate efforts of the donor 
comrnunlty to ensure support and complementary effort, 6) moblllze 
support from prlvate sector partners wlth Interest ln the reglon, 
and 7 )  asslst Mlsslons In deslgn of supporting actlvltles 

RACKGROUND 

USAID has played an important and contlnulng role ln the market 
reforms that have occurred In the countries of the EN1 reglon 
durlng the past decade Now that prlvatlzatlon 1s well underway 
throughout the reglon, asslstance from USAID 1s proceeding Into 
actlvltles almed at sustalnlng the reforms and broadening the 
base of beneflclarles Corporate governance refers to the 
framework of rule and regulations that enable the stakeholders to 
exerclse appropriate oversight of a company to maxlmlze ~ t s  value 
and to obtaln a return on thelr holdlngs A number of USAID 
actlvltles, such as accounting reform, capltal market development 
and penslon, legal and regulatory asslstance have been supportlve 
of Improved corporate governance 

USAID supported market reforms are not havlng the lmpact 
envlsloned when the actlvltles were deslgned Publlc enthusiasm 
for market reform In the reglon 1s under stress, economies 
generally contlnue to lag behlnd pre reform GDP levels, capltal 
markets remaln tlny, and prlvatlzatlon 1s stalled - frustrating 
the capltal markets access to potentially attractive investments 
whlch could glve crltlcal mass to thelr operation Much of the 
free market lnfrastructure (the "hardware") 1s In place What 1s 
lacklng 1s the envlronment of management accountablllty (the 
"software") The absence of adequate "software" can have 
devastating consequences James Wolfensohn, President of the 
World Bank, sald ln The Econom~st, "As the battered crlses of the 
emerglng markets plece themselves back together In 1999, one 



lesson wlll not be forgotten rotten natlonal economies sprlng 
from rotten corporations, lf busmess llfe 1s not run on open and 
honest llnes, there 1s llttle chance that the wlder economy can 
be " 

Corporate governance efforts to date have elther been by pEoducts 
of other projects (recelvlng mconslstent emphasis) or "one-off" 
actlvltles whose lmpact 1s dlfflcult to measure There 1s a need 
to perform a stock-taklng of what has been done In corporate 
governance to date, determlne ~ t s  lmpact In both reallty and 
perception, ldentlfy actlons whlch can have a beneflclal lmpact 
In the current transltlon environment, and conslder reglonal 
appllcablllty of past successes In lndlvldual countrles 

In order to consolidate galns to date, provlde momentum for 
continued reform, and "protect" USAIDrs Investment of over $3 
bllllon In economlc restructuring, ~t 1s now necessary to 
systematically address deflclencles In corporate governance, 
whlch frustrate Investors and discourage the broader publlc 
USAID 1s unlquely sulted to play a leadlng role to catalyze 
needed change 

Expected R e s u l t s  

The corporate governance actlvlty 1s envlsloned as a coordinated 
program that wlll lnvolve a close collaboration among the EN1 
Mlsslons and the Bureau The actlvlty wlll 

design and conduct a stock-taklng assessment and survey In 
flve to slx EN1 countrles of problems and prlorltles to 
determlne where the countrles In the reglon stand wlth regard 
to corporate governance, 
establish and coordinate the efforts of an lnternatlonal 
workmg group on corporate governance, 
bulld consensus for change among the publlc and prlvate sector 
In the reglon through the conduct of workshops and semlnars In 
four to flve countrles where USAID has undertaken slgnlflcant 
capltal market development programs, 
provlde reglon-wlde coordlnatlon, packaging and dlssemlnatlon 
of "east-east" solutions to common problems (e g , Poland 
experlences), 
work wlth the World Bank In developing lendlng 
condltlonalltles related to corporate governance In up tp slx 
countries, 
procure and implement a bundle of common servlces whlch 
Mlsslons may request for thelr country(les1 of responslblllty, 
and asslst Mlsslons In deslgnlng country speclflc corporate 
governance actlvltles and modlfylng exlstlng programs In order 
to optlmlze thelr reform lmpact and sustalnablllty 



Personal Servlces Contractors (PSCs) 

Personal Servlces Contractor (PSC) posltlons are currently 
funded under POT 1 1 These are prlvatlzatlon and accounting 
reform advlsors In ENI/PER1s Enterprise Restructuring and 
Prlvatlzatlon Dlvlslon Fundlng wlll cover salarles of the PSCs 
as well as the travel costs needed to conduct thelr work 

Resource request FYOO CEE $ 8 8 0 , 0 0 0  
FYOO NIS $ 6 4 0 , 0 0 0  
FYOl CEE $ 5 5 0 , 0 0 0  
FYOl NIS $ 8 3 5 , 0 0 0  





RESULTS REVIEW AND RESOURCE REQUEST 

Increased Soundness of Flscal Pollc~es and Flscal Management Practices 



A Results Review 

Fiscal Reform Diamostics (Ongoing Activity) 

POT 1 2 received regional funds in FY 1998 and FY 1999 to carry out a 
comprehensive assessment of the status of fiscal reform throughout the EN1 region 
All results have or are in the process of being achieved NIS funds were used to fund 
in-depth fiscal diagnostics in four NIS countries (Moldova, Ukraine, Kazakhstan and 
the Kyrgyz Republic) CEE funds were used to fund similar diagnostics m four CEE 
countries (Latvia, Lithuania, Bulgaria and Hungary) In addition, combined NIS and 
CEE funds have been used to (a) assist POT 1 2 in producing its December 1998 SO 
1 2 Stock-Taking Report, (b) establish common indicators for measuring fiscal 
performance across the region, and (c) organize a major Conference on Fiscal Reform 
and Sustainability in the CEEINIS scheduled to take place in June 1999 in Istanbul, 
Turkey Finally, a data base with key fiscal performance data on each EN1 country 
will be established by the end of FY 1999, to be updated regularly thereafter 

The specific fiscal reform subject matter being addressed in all of these sub-activ~ties 
include (a) tax policy, (b) tax administration, (c) budget plannmg and execution, and 
(d) pension systems Other related fiscal subjects include debt management (for fiscal 
deficits) and inter-governmental fiscal relations - the latter subject in conjunction with 
POT 2 3 Also worth recording is the successful integration of POT 1 2 work with the 
fiscal reform initiatives of the IMF, the U S Treasury, the World Bank, and the OECD 
(to cite the most Important of the other agencies playing leading roles in this field) 

POT 1 2 will have achieved its primary objectwe by the end of FY 1999, which in 
summary form can be said to be a common methodology for traclung fiscal 
performance by all EN1 countries on a continuous basis This capacity will give the 
Bureau a means for determining when a given country's performance can be said to be 
"sustainable", 1 e , when AID or other donor technical assistance can be ended To 
maintain the data base, however, a small amount of continued regional funding will be 
needed, as described in Section B 

B New Program Description and Performance Measures 

Mamtenance of Fiscal Data Base (New Activity) 

Obrective As described in Section A, a small amount of continued regional funding is 
needed by POT 1 2 to maintain the fiscal data base that will be in place by the end of 
FY 1999 On a semi-annual bass, data will be entered (collected from IMF, AID, 
country and other sources) Periodic system refinements will be made to the data base 
as well as improved (s~mplified) summary ~nformation graph~cs/formats useful to 
Bureau decis~on-makers 



Program Descr~pt~onIRat~onale Without planning for the continuous updating of the 
data base, the exercise completed over the past two years will have dmunished 
relevance and, ultimately, limited usefulness for Bureau management Having invested 
over $1 million (FY 98 and FY 99 combined NIS and CEE regional funds) to complete 
the work described in Section A, a small increment of funds will protect that investment 
and maintain the capaclty of POT 1 2 to follow fiscal progress in the years to come 

Results/~nd~cators Semi-annual updating of fiscal data for an additional two years 
(data for end 1999, mid and end 2000, and mid 2001) Two addit~onal in-depth fiscal 
diagnostics (one CEE country, one NIS country) will also be completed The program 
will be reassessed at that point to see what further funding is needed 

Resource Request FYOO CEE $100,000 
NIS $100,000 

Note No funds requested for FY 2001, unless full funding needs to be spread over FY 
2000 and FY 2001 

Reglonal Pens~on Supervlsion/Re~ulat~on Prolect (New Act~vlty) 

Oblectwe This will be a new activity, managed by the Bureau's Senior Pension 
Reform Advisor under the auspices and supervision of POT 1 2 The principal 
objective wlll be fo establish and support a regional association of private pension fund 
regulators A secondary objective will be to make available a llrnited pool of funds to 
support continued "post-presence" pension reform training and technical assistance in 
countries where AID bilateral programs have been closed out 

Background Pension reform tends to be one of the last of the major structural 
reforms to be undertaken by transition countries In some E M  countries, pension 
reform has received early attention, but as a rule serious reform efforts have gotten 
underway only toward the end of AID'S scheduled presence (e g , in the NTIER CEE 
countries, Poland, Hungary, Latvia) In fact, it was only m 1997 that the EN1 Bureau 
formed its Pension Reform Working Group to guide its strategy in this area, and only 
in late 1998 that we hired a full tlme Senlor Pension Reform Advisor 

Pension reform (surnrnarizlng part of the newly adopted EN1 Bureau Pension R e f m  
Strategy and Guidance Paper) has two principal dlmenslons (1) reforms to national 
state-run "pay-as-you-go" social security systems, referred to as "Pillar I" systems, and 
(2) the introduction and/or lrnprovement of private pension systems, be they mandatory 
for all workers or voluntary for selected groups of retirees, referred to as "Pillar 11" 
and "Pillar 111" systems, respectively The reforms to Pillar I systems are generally 
concentrated on increasing retirement eligibility ages and reducing the number of early 
retirement exception categories Pillar I1 mandatory private pension systems (now 
being introduced in Poland Hungary and Kazakhstan) permit retirement contributions 



to be invested by private pension fund managers in a mix of debt and equity 
investments Pillar I11 private pension funds, already in existence in most CEE 
countries, are also managed by private fund managers 

With regard to both Pillar I1 and Pillar I11 systems, the most critical requirement is a 
carefully structured and eflectzvely enforced penslon fund supervision capaczty This is 
a principal measure of POT 1 2's graduation threshold for pension reform 
Legallregulatory systems for this purpose are being put in place in all countries where 
private pension funds are operating However, based on experience to date, it is 
apparent that close involvement by AID and other donors must be maintamed over a 
multi-year period (minlmum three years) to help insure that the pension fund regulatory 
systems and procedures are truly in place and working Except for NTIER CEE 
countries (as described below), sufficient time remains in the scheduled duration of AID 
bilateral programs in all other EN1 countries to fund any country-specific AID activities 
using bilateral (not regional) funds We will work closely with all Missions where 
pension reform initiatives are contemplated to complete as much work as practicable 
prior to close-out dates 

Program Descr~~tlon/Ratlonale The Regional Pension Fund Supervision/Regulation 
Project will consist of two components 

1 Renlonal Assoc~atzon o f  Penslon Fund Regulators As pension fund regulation gets 
underway in EN1 countries, there is a clearly identified need for an institutional~zed 
means for a regional association of pension fund regulators An association dedicated 
to this purpose would permit fund agency staffs in member EN1 countries to compare 
experiences and apply lessons from one country environment to another Best practices 
m pension fund supervision and regulation would be reinforced, standards of 
performance would be related to international expectations, and donor coordmatlon 
would be enhanced to support both individual country and regional support 

Demand for the creation of such an association has been frequently expressed in 
pension reform seminars and conferences over the past two years Among the donors, 
in addition to AID, the World Bank and the OECD are potential partners m fostering a 
new association At first, the member countries would be those EN1 countries that have 
already established a pension fund regulatory agency, but all other EN1 countries would 
be eligible An open question is whether/how the new association should relate to or 
(possibly) be merged into a broader international association of pension fund regulatory 
agencies No such international grouping, per se, currently exists 

Results/~nd~cators At the conclusion of the two-year project, a new regional 
association will (a) have been established, (b) have held at least four technical meetings, 
(c) have established a journal or other means of disseminating technical mforrnation 
generated by the association's work, and (d) have a viable plan for continued work that 
does not rely on AID resources 



2 Countrv-spec& pensron reform assistance The second component of the project is 
narrowly defined to support only those EN1 countries in which (a) AID has closed out 
its bilateral program and (b) there is a clearly defined need for continued, llmited 
funding by AID of penslon fund regulatory strengthening Experience shows us that 
fully institutionalizing sustainable pension fund supervision agencies (1 e , well traned 
staff and exper~enced agencles able to carry out their functions without further recourse 
to outside technical assistance) may carry over into a "post-presence" period, during 
which continued access to U S expertise IS needed This is already the case for 
Hungary, and can be anticipated to be a critical need in other graduated NTIER CEE 
countries 

ResultslIndicators At the conclusion of the two-year project, at least four graduated 
NTIER CEE countries will have been assisted by the project Exact measures of results 
achieved vla each Intervention will be determined as each is planned and Implemented 

Per paragraph 5 C of the Regional R4 Guidance instructions, concerning programs in 
close-out countries, this component of the project is further justified as follows 

The problem being addressed (consolidation of private pension fund regulation and 
enforcement) is critical for the completion of pension reform, without this, pension 
reforms could collapse with attendant negatlve spillover effects, 

There is a need for AID resources in addition to host country and other donor 
financing of training and technical assistance The key point is AID leadership 
among the donors on regional pension reform, particularly concerning grant-funded 
technical assistance The Senior Pension Reform Advisor will lead the 
identification of specific activities to be supported and directly manage all activities 
Also, regarding obligation of AID funds, the maximum commitment to any one 
country will not exceed $125,000, and there will in every case be a matching 
commitment whereby the combined host country and other donor funding will at 
least equal the AID commitment 

Resource Request 

Component 1 (Regional Assoclatron) 
$500,000 - FY 2000 -- $250,000 CEE 

FY 2000 -- $250,000 NIS 

Component 2 (Co~ntry-SpeczJc Pension Reform) 
$500,000 - FY 2000 -- $500 000 CEE 

Note No funds requested for FY 2001, unless full funding needs to be spread over FY 
2000 and FY 200 1 



[Add~tlonal Note re Component 2 POT 1 2 believes that funds for discreet pension 
reform assistance In close-out countries w~ l l  best be allocated and managed via the 
proposed project An alternative, however, would be to approve such fundmg as part 
of the POT 1 4 Partners for Financial Sustainabllity (PFS) regional activity ] 

Personal Services Contractors (PSCs) 

Personal Services Contractor (PSC) positions are currently funded under POT 1 2 
Funding w~ l l  cover salaries of the PSCs as well as the travel costs needed to conduct 
the~r work 

Resource Reauest FYOO CEE $710,000 
NIS $425,000 

FYOl CEE $440,000 
NIS $210,000 
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Program Objectwe Team 1 3 
Accelerated Growth and Development of Pvrvate Enterprzse 

REGIONAL R4 SUBMISSION 

A Ongomg Program ~ c t ~ w t ~ e s '  

1 EBRD U S Advlsorf s Fund 

Objective Contmuatlon of actlvlty through FY 2001 In 
order to 

o Support sectors such as environment, buslness servlces, 
prlvatlzatlon, prlvate sector development (~ncludlng 
small and mlcro-enterprise development), flnance, and 
democracy and governance - whlch dlrectly address USAIDfs 
strategic objectives In the reglon 

Background Established rn 1997, the U S Advisor's Fund 
provldes fundlng support to the European Bank for 
Reconstructlon and Development (EBRD) for the use of U S 
technical assistance consultants to deslgn and implement 
EBRD-flnanced programs 

Results were as follows 

- In the flrst year of operation the Fund supported 
three consultancles totallng $130,000 Durlng the 
current reporting perlod seven new consultancles 
were lnltlated wlth a total fundmg of over 
$550,000 

- Thus, to date, the Fund has supported ten 
consultancles wlth a total fundlng of $684,224 
Consultancles have been In the envlronment/energy, 
prlvatlzatlon, prlvate sector development and 
buslness servlces sectors 

Resource requests llsted below have been realigned and 
lncreased to meet antlclpated Increased demand particularly 
In the Balkans In general and the front llne states In 
particular and the NIS When peace 1s reallzed In the 

- -- 

I An on-gomg actlvlty Ann-Cormptlon Irunatlve whch was ~ncluded as part of the POT 1 3 Regional R4 
Submiss~on last )ear will be included in submiss~on of POT 2 2 



front llne states there undoubtedly wlll be an increased 
need for the EBRD to fund actlvltles In the sectors 
mentioned above In d~scuss~ons wlth EBRDfs senlor 
management, they polnted out that In addltlon to sectors 
already supported under the U S Advlsor's Fund emphaslg In 
the future wlll be placed on employment generation through 
actlvltles In mlcro-flnance and the small- and medlum-slzed 
enterprise (SME) sector EBRD has also requested support 
for a mlcro-flnance/SME trust fund Whlle thls 1s not 
currently possible, addltlonal funds In the U S Advlsor's 
Fund wlll provlde some support for thls request They also 
stressed that some requests are llkely to be larger than 
those routinely supported under the Fund (1 e , average 
request to date has been approximately $50,000) 

Resource Request 
FY'99 FY'OO FY' 01 

110-0001 (NIS) $250,000 $400,000 $400tOO0 
180-0249 (CEE) $400,000 $550,000 $550,000 

2 R e g l o n a l  EN1 C o r n r n e r c l a l  Law D l a g n o s t l c  

Objective A contlnuatlon of the Reglonal Commercial Law 
Dlagnostlc actlvlty has two objectives 

o Contlnue to deepen the Bureau's understanding of what 
type of tralnlng and or added technical assistance 1s 
needed for successful commerc~al law reform In EN1 
countrles and, 

o Reinforce and apply the "lessons learned" to ensure that 
USAID leaves behlnd credlble laws and lnstltutlons 

Background Development literature and our lnterlm 
assessments lndlcate that commerclal law reform 1s far more 
complex than orlglnally belleved Addltlonal reglonal 
funds are requested In order to meet our objective of 
developing a meaningful methodology and management tool for 
commerclal law reformers 

As of Aprll 1999, the project has successfully revlewed the 
status of commerclal law reforms In three EN1 countrles In 
slx categories company law/corporate governance, contract 
law, collateral law, banhruptcy law, trade and investment 
reglme, and, competltlon pollcy A fourth country 
(Kazakhstan) wlll be assessed In late Aprll/May 



As a response to the current confllct In the Balkans, lt 1s 
proposed to engage ln comparative commerclal law 
assessments In the front llne states of Bulgaria, Croatla, 
Albanla and Macedonla (and posslbly Kosovo and Montenegrp) 
to ascertain the status of commerclal law reform If a 
declslon 1s made to lncrease the budgets for these 
countrles, these assessments could be used to ensure that 
the Bureau has a clearer understanding of how to maxlmlze 
resources In the area of commerclal law reform to ensure 
sufflclent mtegratlon wlth the other economlc reform 
programs In short, to ensure that the commerclal law 
reforms are "~rreverslble " 

Results were as follows 

- A methodology has been developed and adopted by 
whlch USAID 1s measuring the success of commerclal 
law reforms Indicators mclude, but are not 
llmlted to, evldence of ~mplementmg regulations, 
economlc efflclency of laws, admlnlstratlon 
capaclty, enforcement capaclty and wllllngness, and 
decreases In bureaucratic hurdles lmpactmg the 
legal system In sum, the methodology deflnes "best 
practices" for general commerclal law matters In the 
EN1 reglon 

- Coordlnatlon wlth other donors 1s pursued The 
methodology 1s belng vetted by other lnstltutlons 
such as the World Bank, EBRD, and posslbly the EU 

- The project has recommended "lessons learned," 
mcludlng how to lnstltutlonallze cross-border 
reglonal lnformatlon exchanges on comrnerclal law 
reforms In fact, EN1 1s already applymg some of 
the lessons learned In the development of new 
commerclal law projects for the reglon For example, 
we are now lncludlng publlc education outreach 
components In most of our legal reform projects and 
are attempting to formalize the process by whlch 
groups and lndlvlduals can influence a country's 
rule maklng procedures 

Shortly, assessments wlll have been concluded In four 
countrles Poland, Romanla, Ukralne and Kazakhstan The 
assessment teams were comprised of U S and CEE experts, as 
well as members of the lnternatlonal donor cornrnunlty, such 



as EBRD Havlng the EBRD partlclpate ensures that the 
project takes lnto account the approaches used by other 
donors In the area of legal reform Thls also cuts down on 
dupllcatlon of efforts 

A reglonal workshop 1s belng developed for late September 
1999 to revlew flndlngs of the assessments and moreover, 
dlscuss how to implement the lessons learned to lmprove the 
legal reform process 

Expected results wlll lnclude 

- A broader and deeper understanding of the status of 
commercial law In the reglon as a whole, wlth 
emphasls on the front-llne southern-tler states 

- The development and lmplementatlon of three 
regionally Integrated pllot lnltlatlves to put lnto 
practlce "lessons learned " 

Resource Request 

180-0026 (CEE) 
FY' 00 
$400,000 

3 Partnership for Insurance In Emerglng Markets 

Objective Asslst northern-tler countries and Russla to 
develop thelr rlsk management and lnsurance markets so as 
to encourage Investment 

Background Through two, 632 transfers to the Department 
of Commerce, programs have been established to lnclude 
research and analysis, technical assistance and a serles of 
semlnars to promote new Ideas and solutions to problems of 
Insurance regulation and oversight, papers on catastrophic 
rlsks, the WTO Flnanclal Servlces Agreement and capltal 
requlrements for lnsurance entltles 

Expected results wlll Include 

- An expanded number of lnsurance products offered to 
the publlc, 

- Slgnlflcant reduction In rlsk assessment associated 
wlth the lnvestment cllmate, 

- Satlsfylng WTO requlrements, and, 
- Increase In dlrect forelgn lnvestment reallzed 



Program agreements were executed only In the fourth quarter 
of last year and therefore, lt 1s too early to hlghllght 
performance to date In addltlon, glven the flnanclal 
crlsls In Russla last year, and the contlnulng polltlcal 
unrest, early ~mplementatlon efforts In Russla have been 
delayed It 1s expected that progress wlll be sufflclent 
to lnclude In future Reglonal R4s 

Resource Request 

There 1s no need for addltlonal fundlng at thls tlme 

B New Program Proposals 

1 Global Technology Network (GTN) 

Objective A GTN trade-matchlng program between U S 
companles and those based In hlgh-prlorlty reglons of 
Europe/NIS would be developed In four technology sectors - 

energy/envlronment, agriculture, health and commun~cat~ons 

Background Thls proposed actlvlty was approved as a shelf 
project last year Thls mternet-llnked network would 
utlllze USAID-flnanced and other programs In Europe/NIS 
countrles to gather and dlssemmate trade leads to the 
60,000 U S companles In the GTN database GTN 1s now 
operatlng on three continents-Asla, Afrlca and Latm 
Arnerlca-and has already generated more than $90 mllllon In 
trade and investment Twenty-one state trade 
organlzatlons, SBA and USDOC partners asslst GTN staff wlth 
strategic follow-up GTN would asslst EN1 In establlshlng 
a long-term presence In Europe/NIS countrles and work wlth 
U S companles operatmg In the reglon long after U SAID 
closeouts The reglons belng considered mclude the 
southern Balkans, the Western NIS, the Caucasus, and 
Russla-Ukralne 

ENI/EMI co-fundlng of $68,000 has been provlded to lnltlate 
a trade matchlng program wlth the USAID-funded Macedonlan 
Busmess Resource Centers (MBRC), whose staff are belng 
tralned In GTN system use Durlng 1999, G/EGAD/BD would 
start the process of ~dentlfylng appropriate partners In 
nelghborlng Balkan countrles for collection and 
dlssemlnatlon of trade leads In FY '00 and '01, G/EGAD/BD 
proposes to move Into Phase I1 of thls program, expanding 



the reglonal dlmenslons of the FYR Macedonla program to 
establlshlng a "Balkans Trade Assoclatlon" (BTA) ln FYR 
Macedonla, Bosnla and Croatla, to facllltate lntra-reglonal 
buslness collaboration as well as U S -Balkan trade 
(Albanla would be an alternate partrclpatsng country ) -The 
cost of thls lnltlatlve would be $50,000 per country In 
FY'OO, for a total of $150fOO0 

Expected results 

- Increase trade llnkages between US/Balkans and 
wlthln reglon, 

- Technology transfers completed 
- Execution of buslness agreements lmprove corporate 

responslbllltles, and, 
- Over tlme, trade reglmes more closely "harmonized" 

The prolect would be for three years 

Resource Request 

FYr99 
180-0023 (CEE) $68,000 

FY' 00 
$l5O,OOO 

2 Reglonal Trade In1 tlatlve 

Objective Thls proposal will asslst the efforts of U S 
trade and commerce pollcy makers to establish better cross- 
border, reglonal and lnternatlonal trade llnkages 

Background Thls proposal was approved as a shelf actlvlty 
last year Trade lmkages help reduce reglonal tenslons 
and the lntegratlon of natlonal economies Into the 
WTO/World tradlng system Thls lnltlatlve wlll support 
particularly bilateral and reglonal harmonlzatlon 
lnltlatlves that dovetall m t o  the broader WTO, GATT and 
related actlvltles Thls lnltlatlve wlll be managed 
jointly by the EN1 and Global bureaus for thelr respective 
component parts of thls lnltlatlve The two components are 
1) Support of the trade pollcy and legal apparatus to 
asslst lt In harmonlzlng ltself wlth ~ t s  neighbors and 
reglon (ln a slmllar manner to the Southeast Europe 
Cooperation Inltlatlve (SECI) for customs lssues) 2) 
transactlon facllltatlon In support of the flrst component 
employing the Global Technology Network (GTN), an ~nternet- 



llnked network devoted to trade matchlng opportunltles 
between US and reglonal and reglonal companles 

~evelo~ment-of Pollcy and Legal Infrastructure The focus 
of thls effort wlll be to harmonize and de-regulate traqe 
practices so that SMEs and forelgn ~nvestors/traders wlll 
be further encouraged to transact buslness across 
contiguous and reglonal borders The bulk of the fundlng 
would be used for reglonal semmars and reglonal and 
bilateral lnltlatlves In support of the trade flow 
facllltatlon and support of the enforcement of 
slmpllflcatlon and harmonlzatlon measures Thls lnltlatlve 
would be closely coordinates wlth the World Bank, EU, WTO 
lnltlatlves, EBRD, World Customs Organlzatlon etc Thls 
aspect of the lnltlatlve wlll focus on systemlc Issues and 
barriers, and encompass regulatory reform Nelther EU nor 
CIS membership wlll be promoted Llkely focus polnts of 
the effort wlll be Yugoslavia and the Balkans, the 
Caucasus, the CAR and the Russlan Far East Thls actlvlty 
wlll requlre close consultation wlth the U S Trade 
Representatlve, S/NIS/C and State/EB In order to ensure 
conformity wlth broader U S forelgn pollcy mterests 

Expected Results 

- Trade/Customs Procedures harmonlzed wlth nelghborlng 
states, and, 

- Reduced border delays for trucking, shlppmg, alr, 
transaction costs/corruption/red tape mlnlrnlzed 

The project would be for two years 

Resource requests 

FY' 99 FY'OO 

180-0023 (CEE) $ 50,000 $150,000 
110-0009 (NIS) $200,000 $250,000 

3 P r o s p e c t s  f o r  P r l v a t e  I n s u r a n c e  l n  t h e  T r a n s l t z o n  
Economies o f  E a s t e r n  Europe 

Ob-jectlve Expand msurance coverage and programs to the 
southern-tler countries 



Background Thls proposed actlvlty lays the groundwork to 
expand the ongolng actlvlty entltled "Partnership for 
Insurance In Emerglng Markets" to lnclude the countrles of 
the southern-tler 

Of all the sectors of the economy, lnsurance 1s among the 
most dramatically affected by the transltlon from 
communism The Insurance lndustry creates products to 
transfer the rlsks of accldental loss, thus protecting the 
assets and stablllzlng the lncome of lndlvlduals and 
businesses In centrally planned economies thls servlce 
seemed redundant, In a market economy ~t 1s an essential 
support for economlc development State-owned enterprlses 
do not need Insurance, prlvate enterprlses cannot 
meaningfully project thelr cash flows nor obtaln 
slgnlflcant flnanclng wlthout ~.t Under comrnunlsm, 
lndlvlduals expected the State to asslst thelr recovery 
from accldental losses, a market economy places the 
responslblllty for managlng rlsks on ~ndlvlduals Thus, 
the state of the lnsurance Industry 1s an Important measure 
of the level of economlc development and the prospects for 
economlc democracy 

Insurance 1s also one of the three stools of the flnanclal 
sector, along wlth banklng and securltles The development 
of these lndustrles 1s llnked, not only because they share 
lnfrastructure and sklll requirements, but also because of 
thelr mutual lnterdependence Insurance facllltates both 
bank lendlng and equlty mvestment, but ~t depends on a 
rellable payments system to collect ~ t s  revenues and on 
efflclent capltsl markets to provlde mvestment 
opportunltles for ~ t s  accumulated funds 

Desplte common problems, the countrles of Eastern Europe 
dlffer In regard to speclflc cultural and lnfrastructure 
precondltlons for prlvate lnsurance markets Some had 
developed lndustrles In the pre-communist era, some dld 
not Property rlghts, monetary condltlons, accounting 
standards, lnformatlon quallty, managerlal sklll, and the 
propensity to save or plan for the future vary wldely from 
country to country 



The prolect would be for one year 

Expected Result 

- A country-by-country assessment of the lnsurance 
markets wlll facllltate plannlng the economlc 
development of the Balkans 

The Internatlonal Insurance Foundation, whlch provldes 
technical assistance to the Insurance markets of the 
northern tler countrles under the Internatlonal Insurance 
Technical Assistance Partnership, has completed a 
prellmmary study of the lnsurance market In Slovenla 
Thls study of Slovenla can be expanded and replicated In 
other front l m e  states, especially Croatla, Romanla, 
Bulgaria, and Hungary, to compare condltlons and ldentlfy 
crltlcal elements In a successful development path 
Inclusion of selected northern tler states, such as Poland 
and the Czech Republic, wlll provlde approprlate reglonal 
benchmarks for lnterpretlng the flndlngs 

The methodology for the study comblnes economlc and market 
analysls wlth on slte emplrlcal research, emphaslzlng 
lntervlews wlth approprlate government offlclals and 
lndustry partlclpants conducted by professional lnsurance 
analysts The results would be presented In country 
reports, structured In a consistent analytical framework 
for meaningful comparisons, along wlth a reglonal summary 

Resource Request 

FYI 00 

180-0249 (CEE) 125,000 

4 Implementatzon follow-on for "Partnershzp for 
Sustainable Przvate Enterprise Growth - 21st Century Vzslon 
for USAID and Partners zn E N 1  Reglon 

(a) Regzonal Economlc Integratzon Workshop 

Objective Thls actlvlty wlll support research, analysls 
and a reglonal workshop on the reglonal economlc 
lntegratlon among the countrles In the EN1 Reglon 



Background Country Delegates at the Reglonal SME partners 
conference, held In Sofla Bulgarla In February 1999, 
strongly expressed the need to strengthen the dlalogue on 
ways to better integrate the economlc lnterests of the 
countrles In the EN1 reglon and among varlous sub-groups of 
countrles In the reglon We have an opportunity to provlde 
catalytic asslstance to stimulate the dlalogue on post 
asslstance, market-based trade and investment relations In 
the EN1 Reglon 

The project would be for three years 

Expected Results 

- The research and analysls would augment the EN1 
Strategy for Enterprlse Development In the 21St 
Century In the area of reglonal economlc structure 
and ways to strengthen reglonal relatlonshlps 

- The reglonal workshop would be a dlrect response to 
EN1 SME partners expressed Interests for a follow-on 
workshop that would focus on reglonal economlc 
lntegratlon and on ways to strengthen thelr East to 
East Partnerships 

- Thls wlll complete another dlmenslon of the 
opportunltles for USAID to develop post-USAID 
relatlonshlps In the EN1 Reglon 

(b) Implementing the EN1 Strategy for Enterprlse 
Development In the 21St Century 

Oblectlve Thls actlvlty wlll support the lmplementatlon 
and refinement of the EN1 Bureau's Strategy for Enterprlse 
Development 

Background One of the results of the strategy work was 
the clear recognltlon that the countrles In the EN1 Reglon 
are at vastly different polnts In the process of transltlon 
to market economies For purposes of exposltlon the 
countrles were dlvlded Into three broad grouplngs wlth 
respect to stage of transltlon (early, mlddle and well 
advanced) Wlthln these grouplngs there are also large 
differences wlth respect to the enabllng environment, 
supporting ~nstltutlons and other factors important to the 
development of sustainable SMEs Whlle the EBRD has done a 
good job of deflnlng measurement crlterla for the 



transltlon of the overall economy In ~ t s  Transltlon 
Reports, there 1s not slmllar work for the enablmg and 
lnstltutlonal envlronments for emerglng SME sub-sectors of 
these econ6mles Selective analytical and strategy 
refinement for up to ten countrles In the reglon (over two 
years) wlll generate better targeting of country strategies 
to achleve sustalnablllty when graduation from USAID 
assistance occurs The methodology would maxlmlze the use 
of local consultants under the supervlslon of U S 
consultant 

Expected Results 

- Better targeted and more efflclent use of resources 
for enterprise development In support of new EN1 
Bureau's Strategy for Enterprise Development 

- More speclflc crlterla for deflnlng when speclflc 
mterventlons have achleved mlnlmally acceptable 
results 

- Strengthen understanding of the elements of 
transltlon that are most important to SMEs and how 
best to address constramts 

Resource Request 
FYf 99 FY' 01 

180-0023 (CEE) 
180-0005 (NIS) 

5 CEE Collateral Reglstry Inltlat~ve for Moveable 
Property 

Objective The proposed CEE reglonal moveable reglstry 
project wlll emphasize the development of reglstrles In the 
southern tler countrles and serve 

As a catalyst for the development of lndlvldual 
collateral reglstrles In those countrles where they st111 
do not exlst (to put all of the countrles on equal 
commercial footlng) and, 



Help establish llnkages between the new and exlstlng 
reglstrles for moveable property In the southern tler CEE 
countrles, and posslbly Kosovo The project can be 
expanded to other countrles ln the reglon on an as needed 
basls 

Background A reglstry for moveable property 1s a crltlcal 
component of a market economy Reglstrles allow commercial 
organlzatlons provldlng loans to borrowers to acqulre 
through the transaction an lnterest In collateralized 
property Reglstrles are crltlcal for all businesses, 
lncludlng the agricultural sector and small- and medlum- 
slzed enterprises (SMEs) In most of the southern tler 
CEE countrles lt 1s the SME sector that 1s provldlng a ray 
of hope for new job and wealth creatlon Reglstrles allow 
cornmerclal lnstltutlons to recognize property as a source 
of securlty agamst the loan Examples of moveable 
property are goods or chattel and lntanglble property such 
as accounts receivable, securltles and Intellectual 
property 

Currently only Bulgarla and Macedonla have developed a 
functlonlng reglstry for moveable property Romanla and 
the Republlka Serpska do not have one Albanla and the 
Federation of Bosnla-Herzegovina are In the process of 
developlng reglstrles 

It 1s envlsloned that thls actlvlty wlll guarantee, for 
example, that the forms for reglsterlng collateral, the 
process for changlng notlce of collateral, and, the product 
codes are slmllar/compatlble 

A tralnlng component wlll be Included so as to manage the 
new reglstrles and wlll also Include advanced tralnlng for 
those experts who already manage reglstrles In Macedonla 
and Bulgarla Thls wlll enable the Bulgarians and 
Macedonlans to share thelr expertise and serve as 
tralners/faculty In those countrles that are developlng the 
new reglstrles 

Reglonal workshops to dlscuss the importance of reglstrles 
for moveable property and how the respective reglstrles 
should work together to ensure compatlblllty of the 
reglstrles wlll also be a part of the planned actlvlty 



Another Important aspect of the project would be the 
ablllty to share costs for the development of the 
reglstrles wlth each other To that end, the project would 
coordinate wlth the IBRD, whlch 1s workmg wlth varlous 
transltlon countrles to provlde loans for the reglstry 
hardware and software 

A two-year project 1s proposed 

Planned results are 

- Development of cost sharlng mechanisms for the 
reglon In the development and lmplementatlon of 
reglstrles, 

- Development of functlonlng reglstrles for movable 
property In each of the southern tler CEE countrles, 

- Enhancement of busmesses, speclflcally the SME and 
agricultural sectors, to obtaln loans and thus, 
decrease thelr use of the lnformal market to obtaln 
capltal needs, 

- Greater reglonal buslness lnteractlon of banks and 
other commercial lendlng ~nstltutlons, 

- Slmpllflcatlon of dolng collateral searches for 
local banks lncludlng reglonal banks, 

- Increased cross-border moblllty whlch wlll allow 
buslness people to move from one country to another 
and know how the respective countrles' systems for 
collateral reglstrles functlon (makes the reglon as 
a whole less parochial), and, 

- Development of compatible reglstry systems that 
slmpllfy lnter-reglonal cross border buslness 

Resource Request 
FY'OO FYI 01 

180-026 (CEE) $400,000 $300,000 



6 Act lv l ty  t o  Ensure Transparency I n  Rule-Making 

Objective Thls proposed actlvlty wlll ensure that the 
cltlzenry and Interest groups are notlfled of any proposed 
rule-maklng effort affectlng economlc laws and regulatl&ns 
The reglonal notlflcatlon program cuts across all POTS 
Slnce thls proposal 1s submitted under POT 1 3, we propose 
to lead the actlvlty 

Background A flndlng of the ongolng POT 1 3 reglonal 
commercial law dlagnostlc 1s that there 1s a broad 
perception In the EN1 reglon that one cannot affect the 
government's rule maklng process The report recommends 
that governments need to formalize the process by whlch 
groups can influence proposed changes In economlc 
leglslatlon and pollcles (market reform actlvltles ) 

Thls actlvlty would glve cltlzens a volce In proposed rule 
maklng and thereby help them feel more empowered and less 
cynlcal about the system The reglonal comrnerclal law 
dlagnostlc report flnds that the publlc's confidence In a 
system 1s fundamental to a stable legal environment The 
prolect would work wlth the reglonsl key economlc rule- 
maklng mlnlstrles to establish a formal mechanism akln to 
the U S Federal Reglster System to sollclt lnput from the 
publlc as to any proposed economlc rulemaklng 

Most of the EN1 countrles have several ongolng programs 
that would be enhanced by the reglonal notlflcatlon 
project For example, there are several country speclflc 
actlvltles underway that work wlth parliaments to Improve 
thelr performance In analyzing and formulatmg publlc 
pollcy and In creatlng a forum where natlonal lssues are 
debated and resolved However, In most lf not all of the 
CEE and NIS countrles there 1s a lack of a formal, 
predictable, and transparent mechanisms to obtaln Input on 
all proposed rule-maklng affectlng economlc leglslatlon and 
pollcy as a matter of course Thls project has an added 
dlmenslon, whlch 1s ~ t s  affect on corruptlon Transparency 
International and other organlzatlons deallng wlth 
corruptlon Issues have made lt clear that the more open a 
soclety 1s when lt comes to the process of leglslatlng and 
rule-maklng the less chances there are for corruptlon, 
e g , brlbery 



The actlvlty would work wlth several of the key economlc 
mlnlstrles In three CEE countrles and three NIS countrles 
to develop and put In place system(s) to sollclt mput from 
the publlc and moreover on how to analyze sald lnput and 
respond to the comments The actlvlty would also work wlth 
the economlc mlnlstrles on how to ensure that all 
interested partles have access to the request for lnput 

The project would be for two years 

Expected results are 

- Implement one of the key flndlngs of the reglonal 
cornrnerclal law dlagnostlcs whlch 1s the need to 
formalize the process by whlch groups can Influence 
the changes In all aspects of proposed rule maklng 
deallng wlth economlc leglslatlon and pollcles, 

- The development of a system(s) that would provlde 
automatlc notlflcatlon of proposed rules to allow 
publlc mput 

- The development of a system that would provlde 
automatlc notlflcatlon of proposed rules to allow 
publlc mput The key component of thls provlslon 
1s to provlde the publlc enough tlme to comment once 
the notlflcatlon 1s lssued 

- A serles of roundtable dlscusslons wlth mlnlstry 
offlclals as to the Importance of obtalnlng regular 
lnput from the publlc 

- A serles of dlscusslons wlth the medla to ensure 
that they learn how to analyze proposed regulations 
and pollcles so that they can play thelr part In 
lnformlng the publlc 

180-0026  (CEE) 
180 -0005  ( N I S )  



7 EN1 MICRO-ENTERPRISE SUPPORT 

Objective Thls transfer would support the competltlve 
award of funds through the G Bureau's Implementation Grants 
Program (IGP) 

Background IGP 1s an annual competltlon for programs 
almlng to expand mlcro flnanclal servlces as well as 
lnnovatlve and repllcable buslness development servlces 
targeted to the needs of mlcro-entrepreneurs These funds 
would also be used to support the PRIME Fund program 
PRIME 1s an annual competltlon through whlch mlsslons can 
request matchlng funds to broaden or deepen thelr mlcro- 
enterprise development programs Under both these 
programs, the G Bureau's Mlcro-enterprise Development 
Offlce (G/MD) Offlce screens, scores, and pre-quallfles 
competltlve appllcatlons In consultation wlth the mlsslons 
and reglonal bureaus It also monltors and provldes 
technlcal support to these programs on an on-golng basls 

The prolect would be for two years 

Expected Results 

- Expansion of mlcro-credlt programs In the Balkans, 
and, 

- Support a range of addltlonal G/MD programs 
lncludlng scholarships for mlcro-flnance tralnlng, 
access to the Mlcro-enterprise Best Practices (MBP) 
program, whlch undertakes research and tralnlng on 
mlcro-enterprise, access to G/MD1s AIMES lmpact 
assessment program, and MlcroServe whlch provldes 
short-term technlcal support to mlsslons 

Resource Request (as a transfer to G Bureau) 

FY' 00 FY' 01 

180-0023 (CEE) 
180-0005 (NIS) 



8 Reglonal Agrlbuslness Federation 

Objectlve Thls proposed actlvlty wlll establish a 
reglonal, self-supporting federation of natlonal 
agrlbuslness assoclatlons (wlth lnltlal focus on the dalry 
mdustry) to promote reglonal trade, lnvestment and 
undertake pollcy advocacy 

The project would be for three years 

Expected Results 

- Busmess and market mformatlon servlces and related 
legal tralnlng provided, and, 

- Commercial tles wlthln the reglon strengthened, 
~mpedlments to trade and Investment ldentlfled and 
pollcy advocacy advanced The Federatlon wlll 
represent member assoclatlons on lssues of jomt 
~nterest, and provlde opportunltles for marketing 
and development of cornrnerclal tles 

Thls proposed actlvlty bullds on successes achleved to date 
wlth agrlbuslness trade assoclatlon development In all 
countrles In the reglon It would be based In Bucharest, 
Romanla or Sofla, Bulgarla and would work prlmarlly In 
Bulgarla, Romanla, Macedonla, Llthuanla and Albanla 
However, lt would also make lntenslve use of expertise, 
flrms and lnstltutlons already developed In Poland, 
Hungary, and other countrles In the reglon In the pursult 
of closer reglonal lntegratlon 

Resource Request 

FYr99 FY' 00 FYI 01 
180-0024 (CEE) $300,000 $700,000 $150,000 

9 EURASIA FOUNDATION EVALUATION 

Objectlve Conduct mld-term revlew of the Eurasla 
Foundation (EF) actlvltles supported by USAID ln the NIS 
The current USAID grant agreement states, "An external 
program evaluation that wlll lnclude USAID partlclpatlon 
and wlll be contracted for and funded by USAID shall be 
conducted about half way through the llfe of the grant and 
at the end of the grant " To date USAID has not conducted 



a comprehensive lnternal evaluation of the EF The mid- 
point of the current grant wlll be fall/wlnter of 1999 

Background In 1993, USAID awarded a four-year grant to 
the EF to Implement the project wlth a Llfe-of-Prolect 
(LOP) value of $75,000,000 In 1997 a new grant was 
awarded to the EF wlth and LOP value of $104,350,000 The 
award was for a perlod of flve years beglnnlng May 1, 1997 
to Aprll 30, 2002 

- EF promotes and strengthens market economles and 
lnstltutlons concerned wlth representatlve 
government In the NIS In fulfllllng ~ t s  mlsslon 
the Foundation functions as a rapld-response 
mechanism capable of provldlng grants for technical 
assistance and tralnlng dlrected at the targets of 
opportunity for achlevlng durable market economles 
and democratic lnstltutlons 

- Because of the flexlble nature of the Foundation's 
mlsslon, ~ t s  actlvltles address USAID strategic 
objectives 4 2, Crosscutting Programs, SO 1 3, 
Accelerated Development and Growth of Prlvate 
Enterprise and SO 2 1, Increased Cltlzens' 
Partlclpatlon In Pol~t~cal/Econom~c Declslon-maklng 

The project would be for one year 

Resource Request 
FYI 99/00 

110-0001 (NIS) $175,000 
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RESULTS REVIEW AND RESOURCE REQUEST 

Strategic Objective 1 4 

A More Compet~tive and Market-Res~onslve Prlvate Flnanclal Sector 



NOTE All regional activities in capital markets and banking support individual country 
programs and their respective strategic frameworks, as detailed in Country Strategy and 
Results Review and Resource Request documents submitted by each of the EM 
countries Because of TDY schedules and the short timeframe allowed to complete this 
exercise, the resource requests listed below do not represent any particular order of - 
priority A determination of activity priority will be made prior to the Regional R4 
review 

RESULTS REVIEW AND RESOURCE REQUEST 

SO 1 4 - A more competitive and market-responswe private financ~al sector 

This POT clearly reflects the intent of the EN1 Bureau to provlde the techcal  
leadership for capital markets and banking projects throughout the region Over the 
past year, our activities have addressed the challenges of our client countries and 
missions facing crisis related to effects of financial turmoil in East Asia and Russia 
Our focus is increasingly on building sustainability through financial knowledge 
management, partnership lmkages, enhanced responsiveness to information technology 
issues, improved management for sustainability, and optlmal cost effective 
methodobgies The need for tlmely assistance to address risk management, and 
oversight of financial systems in the future underl~es the POT 1 4 request for FY 2000 
and 2001 This requirement for enhanced regional and technical focus m Washington 
will guarantee results that can contribute to Mission strategies, framework results and 
the R-4 processes 

PROGRAM DESCRIPTIONS 

East-West Institute (Contmumg Act~vity) 

Results Over the last J ear, the East-West Institute, Banking and F~nance Assistance 
Centre in Budapest held a combmation of SIX roundtables and conferences on a variety 
of topics of importance to the CEE and NIS financial commumty (both private and 
publlc sector) including the Regulation of Private Pension Funds, how to set up deposit 
insurance funds, bank privatization and reform, and the role of venture capital funds 

Obiect~ve To continue funding a unique approach to transferring financial skllls and 
Expertise, CEO's and other senior management of commercial banks and other 
financial institutions m the CEE and NIS by providing pro-bono servlces of senlor 
American and European financial sector experts In FY99, the East-West Institute 
began to draw heavily on the newly acqulred expertise of senior CEE bankers and 
government financial officials to provide assistance particularly to NIS and Southern 
Tier counterparts This relatively inexpensive activity is an important part of the 
process of establishing and consolidating a network of formal and mformal partnerships 
between and among the CEE, 
will last much longer than the 

NIS and Western financial sector players These links 
funding as well as will accelerate the development of 



market-oriented banking sectors, risk management, and the integration of the financ~al 
sectors In the region by developmg a common language and approach 

Coverape - This is a regional program whose success depends upon concurrent 
action and/or cooperation by two or more countries 

- This program is intended to extend U S -country relationships and 
reinforce sustainability beyond closure of USAID posts This activity supports our 
"Partners for Financ~al Stability" program 

Expected Result Creation of strong informal networks and cornmumcation llnks 
between financial sector players in the region and U S and Western Europe, as well as 
between the more advanced countries in Central and Eastern Europe and the lesser 
developed CEE and NIS countries in order to accelerate the transfer of financial slulls 
and know how 

Resource Request No fundmg was approved last year for FYOO, but we are 
resubmitting our request for both FYOO and FYOl since thls activity is so dlrectly 
supports our Partners for Financial Stab~lity program as well as bemg one of the mam 
vehicles 1n the financial sector to support North-South and East-East work 

FYOO CEE $75,000 
NIS $75,000 

FYOl CEE $75,000 
NIS $75,000 

Remonal Bank Remlatorv Ass~stance (Contmumg Actmty) 

Results to Date In July 1999, ENIlPER wlll hold a bank supervision workshop in 
Sofia Bulgaria The theine is "Meetmg International Standards," and the focus will be 
on lrnplementing the 25 Basle Core Principles of Bank Supervision In addition to 
USAID officials and USAID funded advisors, partupants will include, bank regulatory 
authorities from 22 countries in the region, senlor offic~als from U S bank regulatory 
agencies, the IMF, World Bank, and the Bank for International Settlements (BIS) 

Obrect~ve To provide tightly focused, high qual~ty semi-annual regional workshops or 
seminars to bring together U S and other Western bank regulatory practitioners, 
lnstltutions and regulatory authorities with their counterparts In CEE and NIS (and the 
IMF, World Bank, and others) to d~scuss experience related to the development of 
legal/regulatory framework for the banking sector, on- and off-site supervision issues, 
accounting issues, risk management issues, problem bank resolution, bank bankruptcy 
and related judiciary issues USAIDIENI now has technical assistance activities in 
these areas m over 15 countries These have been some of the most successful projects 
in the area of economic restructuring as governments make the transition from owner to 
regulator As these transition economies and financ~al sectors become more integrated 



into the global markets, the development of a sound, well regulated, efficiently 
functioning sector becomes even more critical because of sp~ll-over and contagion 
effects The IMF and the World Bank recognize EN1 as having developed a successful 
methodology and mechanism for similarities, synergies and cross-fertilization that could 
be beneficlal to all participants This is a very cost-effective way to contlnue to - 
harrnon~ze banking regulations and practices across the region, prepare them for EU 
entry and include countries who have graduated from USAID assistance 

In addition, we want to begin exploring possibilities of working with the regional bank 
regulatory group, an offshoot of the BIS - the Group of Banking Supervisors from 
Central and Eastern Europe (BSCEE) (Note this includes NIS countries as well ) 
Informally, we have already provided speakers at their workshops and conferences, but 
we want to look at helpmg them set up a more formal regional training program 

Coverape - This program implements workshops, informat~on networks, and 
institutional support for cross-border sharing of development experience 

- This is an assessment/design arrangement whose flexibility and rapid response 
capabil~ty would be impaired if budgeted on a country-specific basis 

- This program is intended to extend U S -country relationships and reinforce 
sustainability beyond closure of USAID posts 

Expected Result Faster and deeper harmonization of bankmg laws/regulations across 
the region, countries more prepared to meet financ~al sector directives/requirements for 
entry Into the EU, greater exchange of information and cross-border cooperation 
between bank regulatory authorities in the regional, more standardized policies and 
procedures to monitor the banking sector and enforce laws/regulat~ons All of this 
promotes greater financ~al stability, integration of financial sectors in the region and 
stronger economic growth than otherwise 

Resource Request FY 00 CEE $200,000 
NIS $100,000 

FYOl CEE $250,000 
NIS $250,000 

Flnanclal Sector D~a~nostlcs (Contmumg Actlv~ty) 

Results to Date We expect to begin using these diagnostics in the near-term related to 
the SEI Initiative and close-out posts 

Obiect~ve To have a rapid flexible response mechanism to identify opportunities 
and initiatives at government regulatory authorities, oversight ministries and in the 
comrnerc~al banking sector to accelerate the development of a sound market-oriented 
banking system Banking crises in the region have undermined macroeconomic 
stability led to high rates of inflat~on, social problems and generally undermined 



progress In other critical areas of reform as well as USAID activities These 
diagnostics can be used in such situations to help determine how the USGIUSAID can 
best provide help In addition, these diagnostics will be particularly lrnportant in those 
countries in the region which have, heretofore, been slow reformers and changes in 
governments can lead to windows of opportunity of creative absorptive capacity for 
assistance In the past, such diagnostics have been critical m ensuring that USAID is 
the tuneliest provlder of technical assistance in the banking sector We expect that the 
diagnostics w ~ l l  focus on the following areas problem bank resolution, bank 
liquidation, bank aud~t~ng  functions, off and on-site supervision, bank bankruptcy and 
related legal and judiciary issues, deposit insurance, banker training These diagnostics 
will help ensure increased public confidence in the bank sector, more b d n g  servlces 
provided to household and firms, and more transparent resolution of banking crlses 

Coverage - This is an assessment/design arrangement whose flexibility and rapid 
response capab~lity would be Impaired if budgeted on a country-specific basis 

Resource Reauest FYOO CEE $100,000 
NIS $100,000 

FYOl CEE $200,000 
NIS $100,000 

Assoc~atlon of Banker Tra~nlng Instltutes (Contmnumg Actlvlty) 

Result Four of eight modules (chapters) In International Accountmg Standards for 
bankers completed ln full, 1 e , comprehensive content Other four modules are in the 
process of enhancement F m t  three modules of risk management courses under 
development 

Obiectlve This activity will fund the development of additional computer-based 
tramng (CBT) courses for commercial bankers and other financial sector lnstltutions 
The highest priority courses requiring CBT development are in International 
Accountmg Standards (IAS) and risk management for both commercial bankers and 
regulators These and additional core courses will be distributed initially to all past and 
present USAID-funded banker trainlng centers in the NIS (seven centers in six 
countries) as well as banker training Instltutes and regulatory authorit~es in CEE They 
can be used In PC's at bankmg institutes, participating commercial banks and 
regulatory authorities It is expected, however, that these courses will eventually have 
global applicability and distribution The ANE Bureau is also putting m substantial 
funds to Increase the coverage and number of modules 

Coverage - This IS a regional program whose success depends upon concurrent 
action and/or cooperation by two or more countries 

- This program implements workshops, information networks, and 
mstitutional support for cross-border sharing of development experience 



- This program is intended to extend U S -country relationships and 
reinforce sustainability beyond closure of USAID posts 

Expected Results Development of highly flexible but low-tech prototype computer 
based self-learning courses in the fundamental market-oriented commercial banking 
subjects 

Resource Request FYOO CEE $100,000 
NIS $120,000 

FYOl CEE $100,000 
NIS $100,000 

F~nancial Serv~ces Volunteer Corps (FSVC) (Continuing Actlv~ty) 

Ob~ect ive Ongoing FSVC programs use banking and capital market sector volunteers 
from a wide range of public and private financial institutions to provide technical 
assistance and training to participating countries in the NIS and CEE All CEE activities 
are curreotly encompassed under a $2,025,000 cooperative agreement that includes 
$100,000 In regional hnding, with the remainder allocated to specific country programs 
The availability of regional hnding for FSVC activities allows for a broad spectrum of 
initiatives and critical, short-term problem solving actions to be undertaken Based on 
these characterist~cs, it is recommended that for FY2000 and FY2001 respectively, we 
allocate $125,000 towards regional fhd ing  activities for FSVC 

Coverage The scope of FSVC activities, (including assessments, training and other 
short-term, targeted technical assistance), offers valuable aspects of flexibility and rapid 
response to program implementation These are all critical factors for countries In which 
limited (and generally d~minishing) budget allocations would otherwise prohibit any 
work to be undertaken 

Through the use of volunteers, FSVC initiatives offer host country counterparts access to 
individuals with high levels of expertise in specific technical fields, who otherwise, 
would not be affordable Additionally, the short-term nature of intervent~ons can often 
lend themselves to unforeseen, d~screte activities, for which there are no country budgets 
The ability to provide rap~d turnaround of assistance in banking and capital market 
sectors, builds solldly on groundwork already in place and if applicable, is also 
complementary to other USAID-fbnded activities currently underway in specific 
countries 

Expected Results Regional hnding will strengthen and enhance those segments of 
ongoing USAID financial sector activities In which targeted expert advice IS both time 
and substance critical Additionally, regional hnding will allow those countries without 
specific budget resources, to access volunteer, skilled talent to be directed, through rapid 
turnaround, to timely and significant initiatives 



Ind~cator 5-7 FSVC volunteers travelling to regional initiatives, 2-4 host country 
participants slated for training in specific activities 

Results-to-Date Initiat~ves/ach~evements noted during calendar year 1998, and directly 
attributable to regional bnding allocat~ons, include 

*Romania-Nat~onal Bank work in monetary policy, market regulation and 
insurance reform, 

*Bosnia-conference assistance for the Central Bank on the components of a 
modern payments system, 
*Hungary- pension reform ~nitiatives 
*Poland-investment management strategies 

Resource Reauest FYOO CEE $1 00,000 
NIS $25,000 

FYOl CEE $100,000 
NIS $25,000 

Secur~tles and Exchange Cornrnlssion (SEC) Inter-Agency Agreement (Continuing 
Activ~ty)' 

Oblectwe The SEC program has been in operation since FY 1994 and is intended to 
facilitate the creation of strong secunties regulation in the NIS and Central And Eastern 
European countnes as they develop their capital markets The program has been 
instrumental in offering technical advisory servlces in-country as well as training by SEC 
perGnne1 both in-country and through programs offered in the U S 

The technical assistance portion of the IAA is designed to allow for rapid, short-term 
assistance in response to unexpected, but pressing needs Because this is akin to a master 
contract, we can send SEC personnel to CEE and NIS countnes on short notice, with 
maxlmum oversight and coordination Slnce the SEC and USAID both have home 
offices In Washington, management of the program has been both time and cost efficient 
The IAA is not intended to replace IQC, longer-term projects, but represents the onginal 
partnenng concept that the Bureau has chosen to expand upon as a prototype 

The annual training programs, the enforcement, International Institute, and corporate 
finance/disclosure programs serve as usehl training and International coordination 
vehicles The two annual training vehicles of the IAA bring together about 2 senior 
regulatory officials from each country in the ENI reglon The SEC annual training 
institutes provide mtensive, in depth securities market operational education In addition, 
the institutes prov~de an opportunity for market policy-makers to meet each other, SEC 
and USAID staff This has led to significantly better relations among the regulators in 
the region and better exchanges of information and policy views 



As USAID graduates from ENI countries, and as other donor institutions take over capital 
markets development programs in Russ~a and other NIS countries, the IAA offers an 
established vehicle for targeted assistance in securltles market development 

Coverage T h ~ s  program implements workshops, information networks, and institytional 
support for cross-border sharmg of development experience 

This 1s an assessmentltraining arrangement whose flexibility and rapid 
response capability would be ~mpaired if budgeted on a country-specific basis 

Ex~ected Results Fairer and transparent securities markets overseas based on US 
expertise in advising on the various centralized and decentralized modus operand1 for 
capital markets mst~tutional development 

Indlcator 1 Three annual trainmg workshops annually with part~cipants from the region 

Indlcator 2 Five to ten programs annually, providing legallregulatory assistance and 
training 

Resource Request FYOO CEE $400,000 
NIS $200,000 

FYOl CEE $400,000 
NIS $200,000 

Ob~ectlve ENIIPEFUCMB recommends additional fbnding for Chesapeake Associates 
from the regional budget, particularly In hght of activ~ties in the Eastern European region 
Chesapeake's primary efforts have been concentrated on develop~ng mdependent 
economiclpublic policy institutes in the Balkans, most recently in Montenegro The 
Inst~tute for Market Eco?om~cs (IME) in Bulgaria and the Albanian Center for Economic 
Research (ACER) have already been created and work is beginnrng to establish a sim~lar 
institute in Montenegro In Bulgaria, competitors to IME have now developed With a 
modest overhead cost, sim~lar activlties across the region can be mamtained, enhanced 
and begun anew, ~f necessary 

The grantee also plays a key role In foster~ng cross border communication in the reglon 
on pertinent subjects such as pension reform, financial markets and Informal sector 
reform Communication is enhanced by 3-E-Net, an alliance of 200 economists in eleven 
countr~es of central and Eastern Europe These economists are afil~ated with seventeen 
~ndependent, market-or~ented economlc research institutes, composed of many of the 
most promment and respected free market analysts in their countries These Institutes are 
l~nked together to share mformation and analys~s on public p o k y  Issues In many 
countries in the region this is one of the few sources for such actlvitles Such activities 
assrst USAID In fostering the concept of reg~onalization of certam economic reform 
activlties, such as reg~onal capital markets 



Expected Results T h ~ s  activity promotes advocacy work in the reglon that promotes the 
open and free discuss~on of issues relevant to economic reform These institutes, for 
example, may provide the forum for a debate on pension reform in a country where the 
press is still controlled by the government 

Ind~cator The institutes need to be conduits of public education and public policy in the 
area of econom~c reform Publication of results of grantee-funded experts travelling to 
the region, conferences held on specific subjects, for disseminated knowledge of the 
precepts of economic reform 1s the ultimate goal of the program 

Results to date The first two think tanks developed by the contractor are now self- 
sufficient Bulgaria and Romanla Additionally, institutes are operational in Albania and 
now Montenegro Papers, surveys, pamphlets have been distributed and interviews have 
been held with officials fiom various institutes on subjects such as pension and social 
security reform, deposit insurance, foreign trade liberalization, financial market reform 
A seminar was held in Belgrade "Challenges and Opportunities for the Economic 
Transit~on in Yugoslav~a " Attendees came fiom around the region, including 50 people 
fiom Montenegro The knowledge and contacts of these organizations may be usehl for 
activities with the Front Line States (FLS) 

Resource Request FY 00 CEE $50,000 
FY 01 CEE $50,000 

Nat~onal Securities Clearmg Corporatlon (Continuing Activity) 

Ob~ectwe The NSCC program provides short-term technical assistance for the review 
and assessment of clearance and settlement systems, including hardware and software 
needs and capabilities as well as institutional capacity, to ensure that the cap~tal markets 
in which PER works are developed up to international standards There currently exists a 
strong pipelme of resources within this activity budget It is expected that the resources 
for FY 2000 will not be necessary but that FY 2001 resources may be required 

The program is designed to allow for short-term asslstance largely in the design and 
evaluation phases of projects Because this IS structured as a master contract, we can 
send NSCC personnel to CEE and NIS countries as needed, with maximum oversight and 
coordination The NSCC contract is not intended to replace Omnibus I1 or SEGIR 
longer-term projects, but rather as an adjunct to fill short term needs 

Using this master contract significantly reduces the processing that would otherwise 
exist The alternative would be a serles of separate project agreements or IAAs for each 
country program At the same time, the Missions retain decision-making authonty 
USAID'S in-country staff are part of the decision-making process They have travel 
authorization power over proposed techn~cal and advisory work performed by the NSCC 



overseas Lastly, the NSCC gives unbiased, objective adv~ce NSCC's advice is not 
motivated by profit or creation of long-term projects as solutions to problems 

Coverage This is an assessment/design arrangement whose flexibility and rapid 
response capability would be Impaired if budgeted on a country-specific bas~s - 

Expected Results Fully fimctioning depository, clearance and settlement facilities where 
USATD is lnvolved in cap~tal markets projects 

Ind~cator  Secur~ties depositories with adequate safeguards in place in countnes where 
ATD provides cap~tal markets assistance in this area 

Results to date During the past year, risldpolicy reviews and infrastructure assessments 
were conducted in Ukraine, Romania, Bulgaria, Lithuania and Latvia 

Resource Reauest FY 00 CEE $0 
NIS $0 

FY 01 CEE $50,000 
NIS $50,000 

Partners for F ~ n a n c ~ a l  S t a b ~ l ~ t y  (New Act~vity) 

O b ~ e c t ~ v e  Wh~le CEE countries have made significant progress In establishing basic 
institutions and legal frameworks and in building human capacity, they have not yet hl ly 
developed sound financial systems that can withstand financial shocks and support broad- 
based economic growth The PFS program w~l l  prov~de short-term technical assistance 
and training to fill gaps in the financial sectors of the targeted countnes It will address 
dlscrete problems facing the financial systems of the CEE countnes, problems that do not 
require USAID in-country presence in order to be resolved PFS w~l l  focus on preventive 
action, but will allow for crisls response The program will provide asslstance or training 
directly to individual countries or on a regional basis, including east-east, cross-border 
efforts Areas of ass~stance and training will include, but are not limited to, bank 
supervision, problem bank resolution, securities regulation, capital markets institut~onal 
development, and pension reform The program will support the continuation of 
partnerships with U S government agencies, non-governmental organ~zations, and 
private sector experts that have provided successfbl technical ass~stance and tra~ning 
throughout the region and have credibility with host country counterparts A key element 
of the program will be cost sharing with client institutions and implementing partners, 
with USAID's share of the costs declining over time so that the program would 
eventually provide fully re~mbursable assistance and training 

Coverage The PFS activity would be carried out in Central and Eastern European 
(CEE) countnes where USAID'S presence has ended or will end in the next few years 
The USAJD misslon in Estonia closed in September 1996, the missions in the Czech 



Republic and Slovenia closed in September 1997, and missions in several other CEE 
countries, including Latvla, Lithuania, Hungary and Slovakia are scheduled to close in 
the next few years 

Ex~ected Results The program will result in strengthened financial institutions that 
meet International standards necessary to function and compete in a global economy In 
particular, PFS assistance will strengthen bank and capltal markets regulatory institutions, 
commercial banks, capital markets institutions (e g , stock exchanges, depositones, share 
registries), and pension institutions Thls assistance will help to improve standards for the 
disclosure of timely and accurate information about financial institutions, thereby 
resulting in better risk management techniques, greater capital in the financ~al 
Institutions, and increased domestic and foreign investment flows into these countnes 
These efforts should reduce the volatil~ty of financial markets in the region In addition, 
this program will support regional linkages important to these countnes' economic 
integration 

Resource Recluest FYOO CEE $3,000,000 
FYOl CEE $3,000,000 

IAA with the Federal Deuoslt Insurance Agency (FDIC) (New Act~v~ty)  

Obiectwe To have a rapid, flexible response mechan~sm In place to provide FDIC 
liquidation experts to countries experiencing serious banking problems which have 
decrded to liquidate large state-owned and/or pnvate banks 

This need for this type of mechanism is becoming increasingly clear as (1) bankmg crises 
proliferate, and (2) the IMF and the World Bank have begun to require as part of their 
loan conditionality that bankrupt state-owned banks be liquidated under aggressive 
timetables In the past, most of the countries in the region rejected bank liquidation in 
favor of restructunng and recapitahzation and ultimately privatization However, in many 
countries, this strategy has failed to produce v~able banks and led to unsustainable fiscal 
costs 

The liquidation process takes technical expertise and many human resources Once a 
decision is made to liquidate, it must be done quickly, carefully and transparently The 
ability to tap the FDIC through an IAA will allow us to get us some of the best 
liquidation expertise quickly when it IS needed 

Coverage 
--This covers both presence and non-presence countries and may be used initially to a 
large extent in the Front Line States Reglonal hnds  obligated would serve as core 
fiinding to ensure that FDIC experts could be on thelr way quickly to deal wlth a crisis 
Through a buy-in as needed, country or Partner for Financial Stability hnds  would be 
expected to cover the full costs of such experts 



--This is a crlsls response mechanism whose flexlblllty and rapid response capability 
would be impaired if budgeted on a country-spec~fic basis 
--This program IS mtended to extend US-country relationships and reinforce 
sustainabil~ty beyond closure of USAID posts 

Expected Results During FY2000, we expect that there might be 4 to 5 requests to 
use the core h n d s  

Resource Reauest Since the reglonal hnding component would only be used as core 
k n d s  to get an actlvity started and would be reimbursed by bilateraVPFS hnds,  we do 
not expect to need to obligate regional finds after FYOO 

FYOO CEE $50,000 
NIS $50,000 

Y2K Safety Net (New A c t ~ v ~ t y )  

Oblectwe To malntain an emergency capability for Y2K technlcal assistance for ENI 
Missions requiring rapid and focussed information technology assistance related to thls 
issue T h s  mechanism will enable us to meet short-term crisls on the Y2-K issue w h ~ l e  
s~multaneously dlrectmg the recipients of the asslstance towards more knowledgeable and 
better-hnded sources of expertise in thls area 

A central component of E W E R ' S  and other donors' financial markets activltles (both 
banking and capital markets) has been the creatlon of computerized financ~al, trading, 
and record-keeping systems The installation of technology plays a significant part of our 
assistance USAID'S total expend~ture for computer based financial systems across the 
EN1 Bureau is est~mated at over $50 million Thus the continued success of these projects 
requires a "safety net" against unexpected Y2K problems 1 

I 

Although most ENI government agencies and prlvate financral lnstltutlons believe that 
their systems are Y2K compliant, most of them base this assumption on a very superfic~al 
evaluation of their sofiware/hardware A thorough testing program can ident~fy problems 
which otherwise would not be uncovered until they are encountered In the course of 
conducting business A "safety net" facllity can catch those missed in earher tests The 
disruption of financial markets due to uncorrected Y2K factors will result In s~gnificant 
financ~al lost to government and business and could lead to economlc instability 

Tasks 
A Through existmg contractmg mechanisms, provide rapid-response advisory and 

informat~on technology assstance to respond to EN1 M ~ s s ~ o n  emergencies for Y2K 
asslstance This assistance may be d~rected to any cap~tal markets or banking 
institution requiring emergency technlcal assistance in this area 

B Work w ~ t h  public/private counterparts in the financial markets of the CEE and NIS 
countries seekmg assistance In dealing with Y2K crises This covers both presence 



and non-presence countries and is expected to provide initial, emergency assistance 
until such time as bilateral hnds can be mobilized to address country-specific 
problems 

C Provide guidance in designinghesting protocols for evaluating their systems for Y2K 
compliance to prevent crises and/or taking corrective actions for after a cnsis - 

Coverage EN1 countries in CEE and the NIS 

Expected Results First, a rapid response advisory and technical assistance mechanism to 
provide IT TA to the field for Y2K emergencies for USAID-assisted financial sector 
activiti& arise This program is intended to extend US-country relationships and 
reinforce sustainability beyond closure of USAID posts The result is expected to be 5- 
10 US AID-funded institutions which will avert financlal collapse Second, an IT 
capability to cross-fertilize best practices of hardware and software development for 
capltal markets infrastructure development across the regions 

Resource Request FYOO CEE $100,000 
NIS $100,000 

FYO1 CEE $100,000 
NIS $100,000 

Southeastern European In~tiat~ve (SElXnew act~vitv) 

Ob~ectwe To h n d  Task Orders to support the Southeast European Initiatwe (SEI) and 
the Front Line States (FLS) by providing 1) drafting and delivery of technical 
presentations, and 2) technical advice and consultation to the Department of State, SEI, 
member nations, SEI Committees In Washington, D C and on-site The overall goal is to 
promote regional harmonization of financial markets laws, rules and regulations and 
capital markets infrastructure This support towards regional harmon~zation in financlal 
markets will serve as a p-ecursor to economic integration and European Union 
membership for the FLS that are el~gible 

This will be implemented through buy-ins to one or more of the Agency's existing IQCs 
Omnibus 11, SEGIR, or Banking Supervision and Fiscal among others USAlD and our 
SEI development partners will co-design the scopes of work 

Coverage The SEI participating states include Albania, Bosnia and Herzegovina, 
Bulgana, Croatia, Greece, Hungary, Moldova, Romania, Slovenia, The former Yugoslav 
Republ~c of Macedoma, and Turkey 
TaskdExpected Results 

A Development of common definitions and a clear understanding of terms that will be 
referenced in the analysis of structure with upcoming Technology and Infrastructure 
Technical Comm~ttee draft reports 



Promotion in SEI fora of current trends in the Exchange Environments related to 
interconnection of Exchanges In the World Promotion of the reasons for inter- 
related relations among exchanges related to global~zation of markets, requirements 
for cross-border Investments and the need for harmonization In the financial world 
The advocacy of co-operation In order to reduce high transaction cost and expensive 
technological ~nvestments-to the degree approprlate Research Assistance at SEI 
Committees related to comparlsons among exchange size, automation levels, 
technlcal structure and geographical positions Contrlbutlons In technlcal assistance 
drafirng aimed at consensus bulldlng on the concepts that wlll be the base for 
technological infrastructure 
Review of issues in meetings as underlying technologlcal concepts on trading 
environments with presentations These issues lnclude Fairness, Rellabillty, 
Integrity, Flexibility, Availab~lity, Scalability and Securlty This may Include USAID 
experience in establlshlng Web Sltes for static information and communication 
Promotion in SEI fora of current trends in the Exchange Env~ronments related to 
interconnection of Exchanges In the World Promotion of the reasons for inter- 
related relations among exchanges related to global~zat~on of markets, requirements 
for cross-border investments and the need for harmonlzatlon In the financial world 
The advocacy of co-operation in order to reduce high transaction cost and expensive 
technologlcal investments-to the degree approprlate 
Provide technical support in common Issues to establish a technical base structure for 
Cross Llsting (CL), Cross Trading, and Common Trading Platform (CTP) 

Resource Request FY 00 CEE $1 00,000 
FY 01 CEE $100,000 

Corporate Leader Partnerships for Sustamab~l~ty (New Actlv~tv) 

Ob~ect~ve  To partner financial market institution experts for USAID/ENL/NIS f ission 
consultations on sustalnabllity issues This actlvlty would tap experts from institutions 
such as the Brookings Institution, NASDAQ, the New York Stock Exchange, Sister City 
associations, the Investment Companies Institute (ICI), law firms, and USAID IQCs and 
other financial lnstltutlons and organizations for short-term partnering assignments to 
NIS countries on sustainabillty of capital markets institutions The NIS-US partners 
would create then own partnership contacts that would sustaln USAID-relationships wlth 
host countries 

Many of the NIS securities market lnstltutions are seeklng private sector counterparts to 
provide advlsory work on specific issues for financial and lnstltut~onal sustainability 
Now that USAID IS phasing down capltal markets successes In the NIS In countries such 
as Moldova, Ukralne, and Russia, and the Central Asian Republics, lt would be a 
goodwlll gesture by the USG to provide the ultimate partnership contacts that will 
contlnue following departure of EN1 fhded  consultants, after the millennium 



Research and develop a white paper on business plans for sustainability issues of trading 
systems, self-regulatory organizations for broker/dealers, registrars, depositones, 
depository institutions, share registrars including issues relating to aud~ting and risk 
assessments 

Coverage NIS capital markets institutions that have been created w~th USG assistance 
that will phase out in 2000 (Russia, Ukraine, Moldova, Central Asian Republics) 

Ex~ected Results A sustained relationship of private sector contacts wth NIS 
leadership that will outlast USAID assistance to NIS capital markets institutions 

Resource Reauest FYOO NIS $100,000 

USAID Capital Market Software Su~te  (new activitv) 

Obrectlve First, bnng together and archive all the capital market software which 
USAID has developed in the ENI region, including registry software, depository 
software, clearance and settlement software, and stock market tradmg systems Second, 
USAID should evaluate and assemble together the best components of existing systems 
into a re-hsable, well-documented USAID Capital Market Software Suite The outcome 
would be a software suite capable of providing basic capital market computing support 
for any capital market project worldwide This software would include the best current 
USAID developed OTC trading system, the best USAID developed depository and 
clearing software, the best USAID developed regulator software, etc 

USAID has already spend significant sums in the development of these systems, but they 
are not currently available to USAID for our re-use in other countnes or other regions 
because the software packages are not physically located in Washington, thelr existence 
has not been recorded in a central information clearinghouse, and the software itself has 
not been evaluated or well documented A regional project is requlred in order to procure 
the services of an Information Professional to bring together the disparate capital market 
software programs and put them into a form and format which will allow them to be used 
by other countries and other international organizations By doing so we would hrther 
support U S foreign policy mterests in establishing a more competitive and market 
responsive private financial sector in the former Soviet Union 

Tasks - 
A Archive all capital market systems that were developed by USAID in the ENI bureau 
B Evaluate the effectiveness of each of these systems 
C Determine whrch systems are best from each function area, i e , trading, clearing, 

settlement, etc 
D Revise the software, if necessary, to make it easier to use 
E Create excellent software documentation, if none exlsts, which would allow the 

system to be adopted and used by USAID Missions as well as other worldwide 



Establish a demo center within USAID to showcase and demonstrate USAD Capital 
Markets systems This should be done using the existing network of USAID trained 
staff which run existing USAJD Capital Market software 
Integrate the best components of each activity area (1 e trading, clearance, etc ) into 
single US AID Capital Market Software suite which exhibit the best practices among 
the software USAID has developed 
Prepare a technical template for use of CTOs who write Capital Market Task orders 
which provide USAID with stronger, more informed language which would provide 
USAID with the ability to better manage capital market software development 
projects 
Develop a protocol for ongoing modifications to an integrated software sulte This 
protocol will allow changes made on any future use of the software to be propagated 
to all users of the software 

Coverage EM countnes in CEE and the NIS 

Exaected Results A re-usable suite of capital market software which would prevent 
USAID'S need to develop each market's trading infrastructure fiom scratch, and a 
protocol which would prevent contractors from developing software which is not 
documented, and not re-usable in other markets 

Resource Request FYOO CEE $100,000 
FYOO NIS $100,000 
FYOl CEE $100,000 
FYOl NIS $100,000 

Financial Markets Best Pract~ces (New Act~vity) 

Ob~ective To research on capital markets and banking successes, determine lessons 
learned and best practices to the degree possible, and disseminate the informatton to the 
wider development community 

Tasks 
Through buy-ins to existing research mechanisms or through other mstruments, research 
what USAID has done in the financial sector and determine whether lessons learned or 
best practices can be gleaned Share this information with the wider development 
community through available dissemination vehicles, including, but not limited to  web 
pages, mailings, or Agency vehicles (e g , CDIE) Entities that could benefit fiom this 
information include USAID's field Missions and their counterparts, USAID/Washington 
decision makers, technical specialists, researchers, project designers, evaluators, and 
implementers US AID contractors and grantees, USAID-funded private voluntary 
organizations (PVOs), institutions and individuals in developing countries, international 
and national organizations and institutions active in development and development 
research, firms and businesses interested in private sector opportunities in developing 
countries, and the general public with interests in development 



Coverape CEE and NIS countnes 

Ex~ected Results USAID experience in the financial sector, including capital markets, 
researched and disseminated to the wider development community 

Resource Reauest FYOO CEE $50,000 
NIS $50,000 

FYOl CEE $50,000 
NIS $50,000 

Personal Serv~ces Contractors (PSC)/Adrninistratwe Support 

Personal Servlces Contractor (PSC) positions are currently finded under POT 1 4 These 
are regional cap~tal markets and banklng advisors in E W E R ' S  Capital Markets and 
Bankmg Division In addition, funding IS requested for the institutional contractor 
providing specialized support to three POTS that are resident in E W E R  

Resource Resuest FY 00 CEE $ 1,372,000 
NIS $l,l9O,OOO 

FY 01 CEE $1,190,000 
NIS $1,220,000 
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STRATEGIC OBJECTIVE 1 5 

A More Economically Sound and Environmentally 
Sustainable Energy System 

May 3, 1999 

I Review of SO1 5 Framework and Current Regional Program 

As presented in the POT 1 5 Stock-Tahng Assessment Report, the overall framework 
for SO 1 5 consists of five elements 

(1) Adoption of Rational Energy Prices and Sound National Energy Policies, 
(2) Improved Energy Efficiency and Reduced Emission in Industry, Buildings and 
Power/Heat Systems, 
(3) Restructured, Commercialized and Privatized Energy Sub-sectors, 
(4) Increased Safety of Soviet-Designed Nuclear Reactors, 
(5) Expanded Regional and International Energy Trade and Integration of Energy 
System with Western Europe and International Energy Markets 

I 

Attachment A contains t\e summary table from this assessment report 

Energy is a truly regional SO due to the technical, economic, and environmental nature of 
large, integrated energy systems The trend in these systems is toward both increased 
Integration and expanded competition on a national, regional and global scale We 
propose to continue support in three areas 

specific mechanisms that promote physical and economic integration, i e regional power 
pools 
institutional networks that share development experience, complement bdateral technical 
assistance programs, and contribute to Global Cllmate Change objectives, i e association 
of energy regulatory commissions and the energy efficiency busmess network, 
programs that reinforce sustainability beyond closure of USAID posts, i e CEE 
Electricity 

Management Development Inst~tute 



I1 Results Review 

The following assesses progress toward achieving three specific results (1) regional 
power pools (2) competitive, privatized power markets, (3) increased private investment 
in energy efficiency 

(1) Regional Power Pools are Established 

TARGET 2000 establish Two regional power pools, 

BACKGROUND Three regional power pools are under development in the EN1 
region one in the Baltics, one in the CENTREL countries (Poland, Hungary, Czech 
Republic, and Slovak Republic), and one among the five Central Asian Republics The 
ENI Regional Program is knding the first two and the CAR program the third Regional 
cooperation in electricity is in the early stages of development in the Southern Tier and 
the Caucasus and is hampered by the war in Kosovo and the relationship between 
Armenia and Azerbaijan 

PROGRESS 

In the Baltics, Electrotek Concepts assisted a Baltic Worlang Group in completing a 
least-cost Investment study for the region that examined investment options and 
implications for the region under different closure scenarios for the Lithuanian Ignalina 
Nuclear Power Plant The major achievement will be a critical input to the negotiations 
of the EU and G-7 with Lithuania on the closure of Ignalina This Issue has taken on 
critical importance due to the predictions of early gap closure for Ignalina Unit# 1 and the 
requirement under Lithuania's agreement with the Nuclear Safety Account to close when 
gap closure occurs A second Balt~c Working Group is examining joint operations and 
management Issues Dunng the year, Electrotek provided advice and computer programs 
to examine transmission operation and priclng issues that are basic to regional power 
pool development and LO the relationship of the Baltic countnes to the Russian system,as 
well as to each other Further traming and analysis is planned with existing hnds  A 
proposal has been put forward by Latvia for a Regional Power Exchange and the three 
nations are meeting at various levels (Ministerial, Regulatory, and Utility) to discuss this 
concept and the potential for Third Party Access A key element of this discussion 
related to security and diversification of supply and the implications of planned 
interconnections with Finland and the Nordel Pool and Centrel and UCPTE 

The Centrel countnes were formally admitted to the UCPTE system on January 1, 1999 
Bechtel completed its workshops on regulatory issues in regional power pool operation 
Electrotek continued to work on issues related to the economics of pool operation and 
third party access Pricing and costhenefit analysis is underway and simulation of 
regional pool operation is planned for this year 

In the Southern Tier, efforts were underway, prior to the war in Kosovo, to strengthen the 
interconnections in the region and consider requirements for UCPTE membership 



EEUDEI and Electrotek participated in the SECI Electricity Interconnect~ons work 
group This group developed terms of reference for a number of detailed feasibility 
studies on phys~cal interconnections The former Yugoslavia and Greece were members 
of UCPTE With the war in Bosnia, transmission links were severed and have not been 
restored Because of the central, historical role of Yugoslavia in the so-called SUDEL 
system, theoucome of the Kosovo conflict wdl have a major bearing on the approach to 
transmission system development in the region Electrotek has prepared a paper on the 
situation prior to the conflict and potential technical assistance areas for USAID 
consideration 

The Central Asian Republics have made steady progress in regional electr~city 
cooperation Hagler-Bailly ass~sted In the development of a regional draft agreement on 
Parallel Operations and Frequency Regulat~on for the five countnes The draft agreement 
has been submitted to the Presidents of the five countries for approval, A sertes of energy 
trade semmars and study tours were conducted to familiarize the Reg~onal Dispatch 
Center and electrictty sector policy makers from each of the five republics wrth 
~nternational standards for electncity pricing and contracting The five Prime Mtnlsters 
slgned a separate agreement on Regional Energy and Water Exchanges that includes 
provisions to strengthen the hydroelectricity sector and ultimately reduce reliance on 
coal-fired plants 

Caucasus A concept paper and draft scope of work has been prepared to initiative a 
regional electricity trading program, using resources from the Georgia and Armenia 
programs EBRD has expressed an interest in possibly financing Azeri partlcipatlon in a 
regional program Recently, Azer~ officials Indicated that they were not ready to dlscuss 
this issue at a senior level It may poss~ble however at the technical level It would seem 
desirable to begtn wlth an incremental program focusing on existtng bilateral electncity 
trading relationships (e g Georgia-Armenla, Georgta-Turkey, Georgia-Azerbaijan) 

(2) Pnvattzed, Competitive Power Markets 

TARGET The revised target is the creation of an electricity regulatory and power 
market inst~tutional framework that promotes competltlon and private investment 

BACKGROLND The POT 1 5 assessment report analyzes the progress of indtvidual 
countnes In moving from monopolistic, state-owned systems to pnvatlzed, decentral~zed 
ones Substantial progress has been made in establishtng separate energy regulatory 
agencies or commissions Such regulatory bodies now exist In thlrteen ENI countnes 
While privatization has occurred in Hungary, Kazakhstan, Czech Republic, Russia, 
Ukrame, and recently Georgla, new privatization programs are underway in Estonia, 
Latvia, Romanla, Moldova, Armenla and Kyrgyzstan To complement our bilateral 
programs and ensure that the lessons and techniques from these experiences are 
exchanged and the benefits from completed $40 milllon Utility Partnership Program are 
sustained, USAID is financing through the Regional 1 5 program two major initiatives 
that were approved last year Regional Regulatory NetworWAssoclation and the CEE 
Electricity Management Development Institute 



PROGRESS 

Reglonal ~ e ~ u l $ o r y  NetworWAssoclat~on 

In the first year of the Network, the C E E N S  regulatory organlzatlons with suppoifrom 
US experts established a licensmg commlttee and developed a superb set of technlcal 
papers wlth lmmedlate appllcab~llty to the regulators tasks USAID concluded a 3-year 
cooperatwe agreement w t h  the National Association of Regulatory Ut111ty 
Commlss~oners to support the regional cooperatton, NARUC and the 90 participants at 
the 2 Nd Reg~onal Energy Regulatory Conference developed a Reglonal Work Plan, 
tncludtng development of technical commtttees, a Steering Committee on formatton of 
the reg~onal assoclatlon, US technlcal study tours, newsletter, reglonal web-site and 
development of commlsslon web sites, reglonal seminars and annual conference Four 
US AID missions (Ukratne, Moldova, Georg~a and Armenia) have supported the network 
by financmg some of the traveVper diem of participants In the commlttee meetmgs and 
othedfbrther mtssion support and even dlrect-buyins is expected 

CEE Electricity Management Development Institute 

Wtth the formal closure of the Utiltty Partnership Program at the September 1998 World 
Energy Congress, USAID entered mto a new cooperative agreement with the U S 
Energy Association for the development of a CEE Electricity Management Development 
Institute that will represent a "legacy" mechanism USAID will contribute an estimated 
20% of the costs of the Institute over three-four veers After that, the Institute wlll be 
self-sustainmg 

Since the signmg of the Agreement in September, USEA has sollc~ted and recelved , 
proposals for courses from all the counterpart CEE ut~lities and some regulatory and 
academlc organizations A hst of these courses, whlch address key toplcs in the three 
focus areas of Power Market Operation, Flnance and Investment, Energy Eficiency and 
Environment, 1s attached In proposing these courses, the host utlllties agree to finance 
the in-country costs of the course and of the participating US or foragn experts USEA 
is now matching courses with interested US companies whlch w ~ l l  finance course 
preparation and presentation Over 30 US compames are Interested and some, e g 
Southern Compan~es, Enron, have already committed to speclfic courses It 1s hoped that 
the first course will be offered by June 1999 

USEA mtroduced key Issues related to the hture development of the Institute and ~ t s  
governance/financing at the first meeting of the Program Committee, held at CEZ 
headquarters In Prague tn February It was agreed that by the Fall, members would be 
prepared to discuss these Issues and come to some decisions 



(3) Pr~vate Investment in Energy Efficiency 

TARGET The target is to have in place 20 private pedormance contracts for energy 
efficiency investment by 2000 

BACKGROUND Energy efficiency 1s cr~tical to Increasing the competltlveness and 
economlc and soc~al development of CEE and NIS economics, glven the large current 
waste, the substantial costs of energy imports, the environmental impacts of large use of 
coal and lignite, and the d~vers~on of budgetary resources from critlcal social investments 
to pay for energy servlces and fuel USAID is workrng with Industry to promote pnvate 
energy efficiency tradehnvestment In the reglon Energy efficiency is one of the 
prmcipal areas supporting Global Climate Change object~ves The pnnc~pal mechanisms 
are two cooperatlve agreements with the Alllance to Save Energy, the Association of 
Energy Eng~neers and a contract w~th Electrotek that is implementing a SECI energy 
effic~ency project 

PROGRESS The number of energy efficiency projects in the CEE reglon financed by 
pnvate sources rather than grants, 1s lncreaslng Many of these are belng implemented by 
energy services companles uslng energy performance contracting Some examples 
Include 

In the Czech Republic, over 500 projects have been financed through the 
EBRDEU energy efficiency loan fund 

In the Czech Republ~c, 30,000 heat and power units have been reconstructed with 
boller and emisslon controls to meet pollut~on llmits 

Dalk~a is operating ESCOs (wlth EBRD cofinancmg) In Romania, Hungary, 
Czech Republlc and Slovak Republic In total Dalkia manages 243 distnct heat 
companles In Hungary, 250 energy performance contracts are In place valued at 11 5 
milllon Euros 

OTP Bank In Hungary has undertaken 13 munic~pal energy efficiency loan 
projects OTP set up an ESCO w~th Oko-LuxiEnergovill for public light~ng OTP set up 
an ESCO with Honeywell In November 1998 (with EBRD, fFC, and Budapest Clty 
Gasworks) to specialize in eatlng system upgrades 
a EBRD 1s now hnding 9 ESCOS, including L~thuan~a In addrtlon to Hungary and 
Poland Four-five other ESCO agreements are expected to be s~gned soon, extendmg to 
Romanla, Bulgarla and Sloven~a 

IFC has several programs to promote small busmess development in energy 
effic~ency and renewables, lncludlng investment In Poland, Hungary, Latv~a and the 
Czech Republic 

Honeywell has developed a Technology Center in Prague that develops 
software for use in energy systems in Czech Republic, Hungary and Poland The energy 
efic~ency centers In Czech Republic, Poland and Bulgaria are now self-suffic~ent and 
involved In mdustrral and municipal energy projects 

The Alllance to Save Energy 



The Alllance to Save Energy undertook a variety of activltles aimed a promoting 
favorable polices and energy efficiency trade and investment The Alliance facilitated a 
model energy efficlency tmprovement project at the Marriott hotel tn Budapest, in 
conjunction with the US Chamber of Commerce and the US Forelgn Commercial Service 
to serve as a regional example within the hotel services Industry The Alliance - 
partlclpated In a Romanian parliamentary hearing promoting the proposed energy 
ef'ficiency law Institutional strengthening support was provided to NGOs in Poland and 
Romania to network municipal energy officials, providing guidance on implementing 
energy eficlency projects An Energy Eficiency Business Council is being established 
in Hungary An Interactwe web site and 11st-server were established, addressing 
businesses munlcipalrties and NGOs by providing information about the economic, 

environmental, and other benefits of energy efficlency, and provldlng local contracts for 
direct services 

Associat~on of Energy Engmeers 

AEE made progress in strengthening and expanding its chapters In Bulgaria(2), Hungary, 
Poland(2), Romanla(2), Armenia, Georgia, Russia and Ukraine Chapter development 
guldance resulted in each chapter developing multl-year business plans Two new 
chapters were established in Poland and a chapter in Russia All chapters participated in 
train-the trainer workshops to enable the chapters to provlde Certified Energy Managers 
courses and certification within their countries Virtual chapter meetings have been held 
bimonthly 

Electrotek (SECI Demonstration Project) 

With fbnding from the SECI Coordinator, a demonstration project is being undertaken in 
Romanla to develop a commercial financing package for energy efficlency improvements 
tn d~strict heat~ng systetrs and schools in Constansa The Prime Mlnlster of Romania has 
appointed a Natlonal Energy Efficiency Task force to address obstacles to developing the 
project and StateISECI has organized a financial advisory committee involving the 
EBRD, World Bank, Romanian banks, and other international banks Electrotek 1s 
currently undertaking the feasibility work Project feasibility work has also been 
undertaken on a smaller set of municipal projects in the Hungarian clty of Pecs which IS 

being considered for commercial financing by Hungarian sources 

I11 Proposed Funding for FY2001 

ONGOING PROGRAMS 

Baltlc Reglonal Power Pool Additional fimding of $200 K in FY2000 and $200K in 
FY200 1 from SEED hnds  is requested to assist the Baltic Working Group $2 on 
generation scheduling and dispatch and market (power exchange) design This work will 



build on the previous work on transmission prlcing and power pool organization and 
address such issues as the benefits of a reglonal dispatch function, the pncing of 
generation related anc~llary services such as spinning and regulatory reserves, reactive 
generation, and emergency support This work is needed to help establish the value of 
generation assets In addition, training In energy market operation, including simul+tion 
of var~ous markets will be carr~ed out to help establish the rules of the market 
Assistance in the development of a regional power market 1s a critical component of an 
overall package to support the hoped-for Lithuania decis~on to close Ignalina Unit #1 and 
supports the US Northeast Europe Institute(NE1) 

Southern Tier The Bureau is requested to reconsider the request for $IOOK in FY99 and 
an addlt~onal $200K is requested In FY2000 and FY2001 to support cooperation among 
the countries of the Southern Tler, and particularly the front-line states on transmission 
planning and economlc operation of the regional electnc~ty grid In the aftermath of the 
war with Kosovo Thls is a mlnimum request The needs wlth respect to feasibil~ty 
studies and potential reconstruction and strengthening of reg~onal transmission links are 
currently bemg considered 

Regional Regulatory Network/Association An additional $700K ($300K SEED and 
$400K FSA) is needed in both FY2000 and FY2001 to fidly h n d  the cooperative 
agreement with the National Association of Utility Regulatory Commissioners and to 
carry out the f i l l  work plan Mlssions are anticipated to provide an add~tional $125K in 
buy-~ns each year Below 1s a detaded breakout of the requirements 

Annual Regulatory Conferences 90K 
Three Tanff Committee Meetings 220K 
Two License/Market Meetings 70K 
One Study Tour 45K 
Two Steering Committee Meetings 30K 
Newletter 20K 
Web Slte S u p p o ~  5K 
Information/Communications 18K 
Regulatory Assoc~ation 9K 
Project Management 3 1 8K 

Total 825K 

CEE Electncity Management Development Institute An additional $400K in FY2001 in 
add~tlon to the $300K In FY2000 1s needed to filly find the cooperatlve agreement w ~ t h  
USEA We have stretched out the funding for a fourth year In order to h e  within the 
tlght budget 

Alllance to Save Energy Further to the anticipated re-obhgation allocation for EN 'S  
Global Climate Change, an addlt~onal $SoOK In FY2000 ($1 50K In SEED and $350K In 
FSA) and $500K in FY2001 (same breakout) is proposed to promote US Industry 
involvement in Joint Implementation and Emiss~on Reduction Programs These finds 



would use the existtng Alliance network of energy effictency centers (Poland, Czech, 
Bulgaria, Russia and Ukratne) and business councils to address issues related to pnority 
Investments and projects for least-cost emisstons reduct~on and the policy changes 
needed to achteve such investments 

NEW INITIATIVE 

EN1 Regional Assoctation of 011 and Gas Regulatory Institutions 

Purpose To advance the development and techntcal competence of 011  and Gas 
Regulatory Instttuttons In East and Central Europe and the New Independent States 
through development of a Regional Association of 011 and Gas Regulatory Institutions 

Background USAID has supported in both CEE and NIS the development of laws and 
regulations, environmental and otherwise, governtng oil and gas development and 
transportation A crit~cai component of this activtty has involved workmg with the 
relevant governments in first creating and then developing the capacity of institutions to 
develop and enforce such laws and regulations 

Wlth USAID asststance, regulatory bodtes governing oil and gas have been formed in 
Romania pnd Hungary, and are in various stages of formatton in Kazakhstan, 
Turkmenistan and Georgia Although USAID has had less or no involvement In their 
creation, regulatory bodies also exist in Poland and Bulgar~a The mstitutions in all 7 of 
these countries face similar issues and there has been strong interest on the part of the 
regulators in a number of these institutions to meet with counterparts so as to share 
experiences There is also the possibility of linking these regulators with counterparts in 
the United States 

In the United States, regulation of oil and gas is primarily accompltshed at the State level 
Under the ausplces of the Interstate Oil and Gas Compact Commission, State regulators 
In the United States corns together to share informatton and advance the technical , 
competence of the mdividual State regulatory institutions The IOGCC has formed an 
international program and is desirous of working with counterparts in the CEE and NIS 
A link between the IOGCC and the EN1 Regional Association of 011 and Gas Regulatory 
Institutions could serve two usehl purposes First, the IOGCC possesses a wealth of 
tnformation concerning the regulation of oil and gas that it 1s willing to share with 
regulatory institut~ons in the otl and gas producing countries of the CEE and NIS 
Second, the IOGCC can serve as a model for the development of the ENI Regional 
Association of Oil and Gas Regulatory Inst~tuttons 

This activity is regional In character as it meets the established criteria It is 
geographically cross-border, inappropriate for ~ncluston in country R4s and subject to 
oversight of an ENIIW office It is (a) a program whose success depends upon 
concurrent action and cooperat~on by two or more countries (b) consists of workshops 
informatton networks and inst~tutional support for cross-border sharing of experience, 
and (c) extends U S -country/regional relations and reinforces sustainability beyond 



closure of USAID posts 

Current Status Although regulatory lnstitutions are operational rn Hungary and Romania, 
they are just belng formed in Turkmenistan and Georgia and still In the process of 
development in Kazakhstan While USAID has sponsored workshops and study tours 
that have brought together regulators from Turkmenistan and Kazakhstan, it has no; taken 
any significant steps toward creation of a reglonal association It has received a proposal 
from the IOGCC, however, to, among other things, put on a conference In Fall 1999 
which would bring together regulatory lnstitutions within the regions and to begin a 
process to develop such a reglonal organization 

Northern Tier Partic~pation The involvement of Hungary and Poland are deemed 
essential to this network, given that Hungary serves as clear model of successfid, 
Independent regulatory development and Poland is a key chmate change country in which 
the regulatory framework 1s critical for management of coal bed methane resources as 
well as oil and gas 

Regional Rationale The creat~on of competent and finctioning regulatory institutions to 
oversee oil and gas development in countnes possessing such resources is crucial to both 
attracting foreign investment to these countnes and ensuring that development takes 
place in a, safe and env~ronmentally responsible manner These countnes are facing the 
same chaIlenges and the same issues The exper~ences of some are likely to be extremely 
usehl to others Additionally based on the U S experience with the IOGCC, such a 
regional organization will also help ensure that the institutrons maintain the h~ghest levels 
of technical competence With such counterpart contact, it IS much more llkely that the 
lnstitutions will stay on the cuttmg edge of technology In the creat~on of rules, regulations 
and standards governing the oil and gas industry 

U S Comparative Advantage USAID is uniquely suited to pursue t h s  program because 
of its work with a number of the oil and gas regulatory institutions in the CEE and NIS I 
It is a natural follow-on to our work developing legal and regulatory capaclty m many,of 
these countnes USAID'S experience in developing the electncity regulatory association 
will also be valuable in pursuing this objectives 

Nature of Program Activities Preliminary planning contemplates an annual program 
consisting of a set of reg~onal meetings and activities integrated w t h  the establishment 
and development of a formal regional organization The activities under consideration 
include a preliminary organizational meetmg or workshop, subsequent formal 
organizational conference, reglonal workshops on regulatory and government energy 
resource management, development of environmental guldellnes, and, regional 
publicat~ons on 011 and gas regulatory program management 

Implementation Mechanisms A new Cooperative Agreement with the IOGCC As the 
IOGCC is an organ~zation of States, lt is considered a State organization 

Program CostsDurat~on This is a relatively low cost, high pay-off actlvity supportwe of 



key regional objectives The estimated regional costs are on the order of $400,000 per 
year for CEE and NIS comb~ned ($100,000 CEE and $300,000 NIS) w t h  some costs and 
add~tional country-specific but related act~vities supported by Missron programs USAID 
support for the Association is expect to last three to five years 

Management and Monitonng POT 1 5 (EEUDEI staff) will manage Field monitonng 
fbnct~ons will be ass~gned ~f and when appropnate 

IV Post-Presence Status 

Last year's R4 presented a list of countries in wh~ch each activlty would be fbnctioning 
The Baltic Power Pool, Reg~onal Regulatory Network, and CEE Electnc~ty Management 
Development Inst~tute, Alllance to Save Energy and Associat~on of Energy Engineers 
activities all involve participation of graduated or close-out countries Post-presence 
memos have been prepared with OIM assrstance for these activit~es They w~l i  be 
finallzed shortly and sent to ENI Senior Management in the near hture 

V Resource Request 

See proposed , budget spreadsheet below 
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Program Progress 
The POT 1 6 team has been shlftlng focus over the last year 
from one of Washmgton-based project management and 
programmatic control to one of servlce/TA provlded to 
mlsslons As management and authority have been shlftlng out 
to the Mlsslons, Washington-based staff have been focusmg 
thelr attention and effort on provldlng the backstoppmg and 
strategic Input requlred to make up the shortfall between 
Mlsslon responslbllltles and staff allotted to carry out 
these responslbllltles 

POT 1 6 has also attempted to flll In those perceived gaps In 
envlronmental needs wlth targeted reglonal lnltlatlves funded 
wlth SO 1 6 reglonal funds Two projects were proposed last 
year but were shelved pendlng future fundlng One lnltlatlve 
1s newly proposed thls year These wlll be described below 

In terms of regionally funded programs, there 1s currently 
only on$ reglonal project proposed last year that was 
activated and on whlch POT 1 6 can report The EcoLmks 
program, ENI's reglonal envlronmental partnership was 
successfully operatlonallzed In FY99 Orlglnally entltled 
the Environmental Partnershlp Program (EPP), the program has 
been renamed "EcoLlnks - Euraslan Amerlcan Partnershlp for 
Environmentally Sustainable Economies" to provlde assoclatlon 
of the program wlth the concept that envlronmental and 
economlc goals are complementary 

Contrhutron to Achrevrng Graduatron Cr~fer~a 
The following paragraphs provlde a summary of FY99 
accompl~shments under each component 

1 Partnershlp Grants Program put lnto place an 
organlzatlonal structure and lnltlated the grants 
program Speclflcally 

- Country Program Offlcers were hlred and offlces are 
operating In Croatla, Bulgaria, Romanla, and Macedonla 
Offlces are currently bemg set up In Ukralne, 
Kazakhstan, and Russla Far East 

- Flrst cycle of Challenge Grants were announced on March 
9, 1999 Over 350 Prolect Concepts recelved by the 
deadlme, Aprll 16 In the areas of cleaner production, 
envlronmental management systems, and global cllmate 
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change Full appllcatlons are due on May 14 and a 
maxlmum of 40 grants wlll be awarded 

- Workshops on the Challenge Grant appllcatlon process 
were conducted In Bulgaria, Croatla, Macedonla, and 
Roman1 a 

- Twenty-one Qulck Response Awards have been awarded to 
date to provlde travel assistance to help potentlal 
partners to meet 

- Twlnnlng/Trllateral Grants wlll be added In 2000 

2 The Technical Transfer Program was successfully launched 
wlth completion of the following 

- A 632(b) interagency agreement between USAID and the 
Department of Commerce was completed 

- The US and Forelgn Commercial Servlce began 
recruitment of Envlronmental Technology 
Representatlves In Poland, Hungary, the Czech 
Republic, Romanla, and Kazakhstan The 
representatlves wlll be onboard by the end of May 
'1999, and a training/orientation program In Budapest 
wlll be conducted In June 1999 

- The Global Technology Network hlred a full-tlme 
envlronmental trade advlser for CEE/NIS and brought a 
US buslness manager onboard to encourage greater US 
envlronmental buslness lnvolvement In CEE/NIS 

- EcoLmks staff has partlclpated In a number of state 
envlronmental trade mlsslons and major US 
envlronmental conferences to enllst US buslness 
lnvolvement In CEE/NIS 

- EcoLlnks staff has developed strong worklng 
relatlonshlps wlth other USG trade and investment 
agencies, lncludlng OPIC, TDA, and EXIM Bank and 1s 
partlclpatlng wlth TDA In a major reglonal 
envlronmental trade conference In CEE Ln fall 1999 

3 The Informatlon Technology Inltlatlve 

- The EcoLlnks webslte was deslgned and ~mplemented 
Slnce golng onllne In February 1999, the webslte has 
recelved several thousand hlts 

- A search englne strategy was lnltlated to help ensure 
that lnformatlon users In the US and the EN1 reglon 
wlll readlly reach the EcoLmks slte when they conduct 
lnformatlon searches through the major comrnerclal 
search englnes 
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- Wlth the support of the Global Bureau, EcoLmks 
launched a needs assessment In the EN1 reglon to 
ldentlfy the klnds of lnformatlon that envlronmental 
managers at the enterprise and munlclpal levels need, 
where they currently go to obtaln mformatlon, and 
what lnformatlon sources that are currently avallable 
to meet these needs The results of thls assessment, 
to be completed In September 1999, wlll gulde the 
deslgn of EcoLlnksf lnformatlon strategy 

Progress Determrnatron 
POT 1 6 has determined overall progress In both EcoLlnks and 
the overall staff support goals to have exceeded 
expectations 

Actrons to Correct Problems of Underperformance 
POT 1 6 has trled to flll In perceived gaps In "performance" 
by proposing lnltlatlve to cover those areas where Mlsslon 
programming fell short, In order to meet graduation crlterla 
under all SO 1 6 IRs 

These lnltlatlves lnclude a pollcy ~nltlatlve, whlch was 
shelved last year untll sufflclent funds were avallable, and 
1s agam belng proposed In order to address the unflnlshed 
pollcy agenda POT 1 6 recognizes that there 1s an 
opportunity to capltallze on the resources and knowledge now 
avallable In Central and Eastern Europe to help address 
remalnlng gaps Thls lnltlatlve wlll work to resolve 
remalnlng deflclencles In some countrles' legal and 
regulatory frameT%orks and In the capaclty of some countrles' 
government lnstltutlons to implement and enforce 
envlronmental laws and regulations as well as flnance 
envlronmental lnvestments The prlmary lntent wlll be to 
"roll-out" the experience gamed durlng the llfe of prevlous 
pollcy prolects and transplant success storles, prlmarlly to 
southern tler and NIS countrles 

The second shelved pro-~ect, whlch recelved reobllgated flrst 
year fundlng and thls year second and flnal fundlng 1s the 
GGERI project, whlch wlll provlde assistance to establish the 
enabllng environment for Jomt Implementatlon and wlll 
prepare a pool of sultable prolects Thls lnltlatlve wlll 
complement the Bureau's other USG programs by lumpstartlng 
the process of Jolnt Implementatlon and lncreaslng flnancmg 
avallable for envlronmental lnvestments 
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A new proposed project wlll address the very real and 
lncreaslng concerns of envlronmental securlty Thls new SO 
1 6 Results Package wlll provlde a common thread to a serles 
of ongolng, planned and proposed actlvltles, each related to 
envlronmental securlty From the mountains of central Asla 
to the vlllages of Kosovo the need for envlronmental sec&lty 
In the EN1 reglon has never been clearer Envlronmental 
securlty uses common envlronmental concerns to forge 
consensus among estranged natlons, a valuable result alone 
Ideally, bulldlng consensus leads to falrer, more efflclent 
resource management and allocation whlch lowers the potentlal 
for resource scarclty and the confllcts that can result At 
the least envlronrnental securlty can employ proven measures 
to bulld confidence and securlty among natlons In a reglon 
where resource confllcts are posslble or llkely 

Prospects for Progress 

We antlclpate the demand for the three components of EcoLlnks 
wlll contlnue to expand through the budget request year of FY 
2001 ~hrther, the POT 1 6 portlon of the EN1 Bureau's Global 
Cllmate Change Inltlatlve wlll have met thelr goals whlle 
asslstlng the EN1 Bureau to meet the Presldentlal commitment 
to address global cllmate change lssues In the reglon The 
Reglonal Envlronmental Pollcy Network wlll transfer the 
knowledge and experience already developed In the reglon and 
l m k  pollcymakers and envlronmental economists across 
borders The Greenhouse Gas Emlsslons Reduction Inltlatlve 
wlll provlde assistance to establish the enabllng envlronment 
to provlde a cost-effective means of achlevlng emlsslons 
reductions The Cnvlronmental Securlty actlvlty wlll address 
envlronrnental Issues where resource confllcts may occur 

Throughout the budget request year, the members of the POT 
1 6 wlll contlnue to provlde technical support and dlrectlon 
to the EN1 Bureau, In general, and to the Mlsslons of the EN1 
Bureau, In particular Speclflcally, once the Kosovo 
confllct comes to a close, the envlronment and natural 
resources staff In AID/Washlngton stands ready to offer 1Cs 
expertise to take a lead for the Bureau In determlnlng the 
envlronmental and natural resource sltuatlon and ~ t s  
potentlal lmpact on the resettlement and redevelopment needs 
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B New Program Descrrptrons and Performance Measures 

EcoLin ks Regional Environmental Partnership 

Program Descrrptron and Fundrng Ratronale 
EcoLlnks was established to promote market based solutions to 
envlronmental problems In the EN1 reglon To achleve thls 
goal, the program plays a catalytic role In advancing 
partnerships among busmesses, trade and professional 
assoclatlons, and local governments In the EN1 reglon and the 
US 

EcoLlnks has three Interrelated components 

- The Partnership Grants Program, managed under a USAID 
cooperative agreement by the Institute of 
International Education In partnershlp wlth the 
Reglonal Environment Center for Central and Eastern 
Europe Thls program has offlces In Croatla, 
Bulgaria, Romanla, and Macedonla wlth offlces 
currently belng set up In Ukralne, Kazakhstan, and 
'Russia Far East ~wlnnlng/Trllateral Grants wlll be 
added In the year 2000 

- The Technical Transfer Program, a partnershlp of the 
EN1 Bureau, the Global Bureau's Global Technology 
Network, and the Department of Commerce, 1s dlrected 
to accelerating envlronmental mvestment and trade In 
the EN1 reglon through expanded appllcatlon of US 
envlronmental technology and experience The US and 
Forelgn Commercial Servlce 1s placlng Environmental 
Technology Representatlves In Poland, Hungary, the 
Czech Republic, Romanla, and Kazakhstan 

- The Information Technology Inltlatlve 1s dlrected to 
enhancing the use of the Internet as a tool for 
provldlng lnformatlon on envlronmental best practices 
to envlronmental managers at the local and enterprise 
levels In GEE The EcoLlnks webslte was deslgned and 
implemented In the flrst year of operatlon Slnce 
golng onllne In February 1999, the Web slte has 
recelved several thousand hlts 

Results 
The EcoLlnks Program achleves results under three maln IRs, 
wlth associated lllustratlve lndlcators 
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(1) IR 1 6 2 Increased envlronmental trade, flnance and 
investment 

A genulne market for envlronment goods and servlces 1s 
established and growlng 
Increase In envlronmental lnvestments 
Increase In prlvate flnanclng optlons located and leveraged 
to meet the demand for envlronrnental lnvestments 

( 2 )  IR 1 6 3 (a) Best practlces adopted by lndustrlal and 
publlc sectors 
Increase In establishment of envlronmental management 
systems 

(3) Increased lnstltutlonal ablllty to ldentlfy and remedy 
envlronmental problems 
Increase In the number and Influence of envlronmental 
managers wlthln lndustry and munlclpalltles engaged In 
partnershlps 

Speclflcally, In the area of technologles and best practlces 
(IRs 2,3 and 4), the Eurasian-Amerlcan Partnership for 
Sustainable Economies (EcoLlnks) wlll stimulate partnershlps, 
asslstlng In promotion of technology transfer and the 
harnessing of market forces to spur sustainable envlronmental 
management and best practlces In all sectors of the economy 
Fundlng, lmplementlng and flnanclng solut~ons through 
EcoLlnks wlll be accomplished by bulldlng partnershlps that 
transfer know-how and clean technologles through cooperation 
among cltles, lnstltutlons and enterprises These actlvltles 
wlll help to further bulld capaclty and flnanclal llnkages 
between partners, ultimately enabllng the CEE and NIS 
countries to begln managlng thelr envlronment sectors wlthout 
further USAID assistance 

Envlronmental Secur~ty In the EN1 Reg~on 

Program Descrrptron and Fundrng Ratronale 
A new SO 1 6 Results Package 1s proposed to provlde a common 
thread to a serles of ongolng, planned and proposed 
actlvltles, each related to envlronrnental securlty From the 
mountains of central Asla to the vlllages of Kosovo the need 
for envlronmental securlty In the EN1 reglon has never been 
clearer Envlronmental securlty uses common envlronmental 
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concerns to forge consensus among estranged natlons, a 
valuable result alone Ideally, bulldlng consensus leads to 
falrer, more efflclent resource management and allocation 
whlch lowers-the potentlal for resource scarclty and the 
confllcts that can result At the least envlronmental 
securlty can employ proven measures to bulld confldence and 
securlty among natlons In a reglon where resource confllcts 
are posslble or llkely 

USAID proposes a three-year ~nltlatlve, beglnnlng In FYOO, In 
cooperation wlth the Department of Defense Partnershlp for 
Peace (PFP) and related programs to work In slx parts of the 
EN1 reglon on programs to promote envlronmental securlty 
Thls lnltlatlve would begln wlth a foundation of ongolng 
USAID actlvltles In Central Asla, the Casplan and the Danube 
Rlver, especially our contacts wlth envlronmental mlnlstrles 
and NGOs Exlstlng PFP actlvltles whlch would contribute to 
thls program lnclude the PFP Informatlon Management System 
(PIMS) envlronmental lnformatlon program wlth the slx Black 
Sea llttoral natlons, as well as the ongolng PIMS programs 
wlth each of the PFPfs 23 natlons In CEE and NIS USAID would 
brlng t& thls cooperative program ~ t s  resources devoted to 
ongolng envlronmental management programs In the above areas 
and ~ t s  expertlse In natlonal development The Partnershlp 
for Peace would brlng ~ t s  resources available for 
envlronmental securlty programs wlth the expertlse In the 
type of confldence and securlty bulldlng measures flrst 
developed In the arms control fleld 

Further, thls results package would be coordinated wlth DOE'S 
ongomg energy and envlronmental securlty lnltlatlve (EESI), 
whlch 1s conducted under a Memorandum of Understanding 
between DOE, DOD and EPA EESI Includes slx programs, four 
of whlch are conducted ln EN1 Reglon the Black Sea Energy 
and Environmental Securlty Inltlatlve, the Baltlcs Jolnt 
Actlon Plan, the Balkan Reglonal Cooperatlon Inltlatlve, and 
Cooperatlon wlth Russla on Nuclear Waste and Spent Fuel 
Further dlscusslons wlth those responsible for EESI wlll be 
needed, however the Black Sea and Balkan programs have 
particular relevance for thls lnltlatlve 

The slx areas In whlch the PFP Informatlon Management Program 
has expressed strong lnterest In cooperatmg wlth USAID would 
Involve actlvltles 

In Central Asla on power and water sharlng based on the 
upstream natlonsf water resources and the downstream 
natlons' energy resources 
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In the Casplan Sea and Caucasus on envlronmental aspects of 
011 and gas development and transportatlon In llght of 
blodlverslty and other envlronmental concerns 
In the Black Sea on 011 Splll Contingency Plannlng and 
lnternatlonal conventions, bulldlng on the ongolng PFP 
Information Management Systems program there 
In the Caucasus on basln management for the Araks/Kura 
Rlver basln to balance numerous competing uses of the 
basln' s resources 
In the Balkans on envlronmental lmpacts of the Kosovo 
confllct both In the confllct areas and In surrounding 
natlons, particularly looklng at envlronmental safety and 
remedlatlon lssues along the Sava and Danube Rlvers 
In the Danube Rlver and nearby baslns on NATO's Southeast 
European Cooperative Inltlatlve to address waterway 
recovery and envlronmental spendlng needed to asslst the 
Central European natlons In reachlng thelr EU accession 
goals 

Regional Env~ronmental Pohcy Network Proposal - FYOO 

Program Descrrpfron and Funding Rationale 
Sustainable economlc growth requlres establishment of 
competltlve markets and lnstltutlons that protect agalnst 
market abuses An open, balanced approach toward formulation 
and lmplementatlon of envlronmental pollcy 1s crltlcally 
Important, glven a half-century of envlronmental abuse and 
centralized declslon maklng Such an approach recognlzes the 
lmportant contrlbut~ons of envlronmental servlces to human 
health and welfare It also recognlzes that human and 
materlal resources are llmlted, that lt 1s lmportant to 
prlorltlze and ratlonallze envlronmental protection, and that 
markets provlde both lnformatlon that helps make better 
envlronmental pollcy cholces and Instruments for lmplementlng 
these cholces 

The Central and Eastern European Envlronmental Pollcy Prolect 
(C4EP), whlch came to an end In September 1998, and slster 
projects In Russla and the Central Aslan Republics have 
conveyed thls message throughout thelr tenure Thls was 
accomplished through a comblnatlon of pollcy advlslng, 
practical education, and lnstltutlon bulldlng The success of 
these actlvltles was dependent upon host country recognltlon 
that the effectiveness of such pollcy advlce 1s contingent 
upon the concurrent development of market economies, openness 
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In the pollcy maklng process, and a comrnltment to more 
lnformed pollcy maklng under a market economy 

A slgnlflcant Investment has been maae In the tralnlng of 
lndlvlduals and the development of envlronmental lnstltutlons 
In the EN1 reglon, and important lessons have been learned In 
the process However, there remams an unfmlshed pollcy 
agenda There remaln gaps In the legal and regulatory 
frameworks In some countrles and In the capaclty of 
government lnstltutlons to implement and enforce 
envlronmental laws and regulations as well as flnance 
envlronmental mvestments Wlth thls In mmd, POT 1 6 
recognizes that there 1s an opportunlty to capltallze on the 
resources and knowledge now available In Central and Eastern 
Europe to help address the deflclencles that remaln In the 
reglon The prlmary lntent wlll be to "roll-out" the 
experlence galned durlng the llfe of prevlous pollcy projects 
and transplant success storles, prlmarlly to southern tler 
and NIS countrles 

The objectives of POT 1 6's follow-on pollcy actlvltles are 

- Transfer the knowledge and experlence already 
developed In the reglon among graduating countrles to 
countrles now receptive by maklng use of local 
lnstltutlons and human resources that have benefited 
from prevlous USAID mvestments, 

- llnk pollcymakers and envlronmental economists by 
bulldlng a network across borders In the reglon 

- Bulld llnkages among pollcymakers In the reglon 
through the use of conferences, worklng groups, 
Internet, and NGOs In particular, there may be a 
slgnlflcant opportunlty to reinforce the networking 
begun through the C4EP project and the Pollcy Advlsor 
Worklng Groups now established In the CEEI though 
other lnstltutlons wlll be evaluated and recruited, 

- provlde technical assistance to support the 
strengthenmg of the envlronmental funds and other 
more lnnovatlve prlvate flnanclng mechanisms, and 
publlc-prlvate partnershlps, 

- establish partnershlps between local governments and 
U S counterparts to provlde models for lmplementlng 
natlonal level envlronmental pollcles at the munlclpal 
level, 
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- provlde addltlonal tralnlng, uslng CEE/NIS and/or 
tralners from outslde the reglon who have llved 
through changes In thelr own countrles and understand 
the ;nlque reglonal Issues, 

- organlze reglonal "~nternshlps" to develop hands-on 
SklllS, 

- capltallze on the extensive tralnlng alumnl network 

Greenhouse Gas Em~ss~ons Reduct~on ln~t~at~ve (GGERI) 

Program Descrrpfron and Fundrng Rafronale 
At the Unlted Natlons Speclal Sesslon on Envlronment In June 
1997, President Clmton announced that the U S lntends to 
provlde $1 bllllon In asslstance to developing natlons and 
countrles wlth economies In transltlon to reduce cllmate 
change threats In support of thls commltment, USAID's 
Cllmate Change Inltlatlve places a hlgh prlorlty on asslstlng 
countrles to ldentlfy opportunltles for cost effectlve 
reductlons In emlsslons of greenhouse gases Jomt 
Irnplementatlon (JI) provldes a cost effectlve means of 
achlevlng emlsslons reductlons In JI pro~ects, an entlty of 
one country partially meets ~ t s  commltment to reduce 
greenhouse gas (GHG) emlsslon levels by undertaking emlsslon 
reductlons or mltlgatlon projects In another country 

To lumpstart the process of Jolnt Irnplementatlon and Increase 
flnanclng available for envlronrnental ~nvestments, 
USAID/ENI/EEST/ENR wlll lnltlate a pllot prolect In 
cooperation wlth and In support of other USG programs The 
GGERI project wlll provlde asslstance to establlsh the 
enabllng environment for Jomt Irnplementatlon and wlll 
prepare a pool of sultable prolects Projects wlll be 
deslgned to quallfy as "Jolnt Irnplementatlon" (JI) under the 
Framework Convention on Cllmate Change and recelve 
certlflcatlon by the Unlted States Inltlatlve on Jolnt 
Irnplementatlon (USIJI) Evaluation Panel GGERI wlll 
establlsh an lndlgenous lnstltutlon and develop capabllltles 
to ldentlfy ellglble pro]ects, quantlfy offsets, offlclally 
quallfy projects for investment on behalf of the host couhtry 
government, establlsh a system of monltorlng and serve as a 
llalson to market pro~ects to potentlal Investors A JI 
Project Reglstry wlll be established to track JI credlts 
agalnst the country's overall emlsslons budget 

The exlstlng lnstltutlonal arrangements for envlronmental 
management are falrly slmllar throughout the EN1 reglon, 
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however, lnstltutlonal roles and cooperation need to be 
established and formallzed for regulatmg cllmate change 
lssues such as Jolnt Implementatlon Slmllarly, procedures 
need to be developed to enable countrles to partlclpate 
effectively In the Unlted Natlons Framework Convention on 
Cllmate Change The objectlve of thls project 1s to develop 
a system for managlng Jolnt Implementatlon projects whlch can 
be adapted and replicated throughout the reglon 

Durlng the flrst year, the project wlll serve as a pllot for 
establlshlng the mstltutlonal lnfrastructure and systems to 
manage Jolnt Implementatlon projects It 1s antlclpated that 
the project wlll be expanded to other countrles durlng the 
second year, and lessons learned wlll be shared wlth other US 
agencles and lnternatlonal donors 

Poland, Russla, Ukralne, and CAR are targeted for 
partlclpatlon In the program It 1s expected that the 
project wlll begln the FY99 In Kazakhstan The budget wlll 
be used prlmarlly for expatriate and local salaries, plus 
lnternatlonal and reglonal travel The program wlll draw 
heavlly on reglonal expertise and be managed from Washington 
The project wlll most llkely be funded through a buy-ln to 
the new Energy IQC In Global bureau or a slmllar vehlcle 

Desired Results. 
The prlmary mxsslon of the project 1s to stimulate JI 
actlvltles funded by US investors JI projects dlrectly 
result In Increased Environmental Trade, Fmance and 
Investment, IR 2 (SO 1 6) 

Example Indicator 
- Number of projects fmanced and implemented through 

jolnt lmplementatlon 

The Agencyfs Cllmate Change Inltlatlve Performance Monltorlng 
Plan (PMP) provldes clear and expllclt guldance for 
establlshlng lndlcators and baselme data for tracklng 
results The GCC component of thls actlvlty would support 

GCC Result 1 Increased Partlclpatlon In the Framework 
convention on Cllmate Change 

Example Indicators 
- Instltutlonallzatlon of natlonal capaclty to assess 

and respond to cllmate change lmpacts at the economic, 
soclal, and polltlcal level, 
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- the establlshment of an offlclal JI Reglstry 
contalnlng lnformatlon on the number of JI prolects 
~mplemented, 

- establlshment of an offlclally endorsed database of 
ellglble JI projects available to ~nvestors, 

- enablmg regulations enacted, 
- establlshment of procedures for recelvlng, evaluating, 

and approving JI proposals, 
- lessons learned report submitted to the 

Intergovernmental Panel on Cllmate Change, the Unlted 
States Inltlatlve on Jolnt Implementation Evaluation 
Panel and other relevant bodles 

GCC Result 3 Decreased net greenhouse gas emlsslons from the 
energy sector, lndustry and urban areas 

Example Indicators 
- Emlsslons of carbon dloxlde equivalents avolded due to 

USAID asslstance, 
- lnstltutlonal capaclty ~ncreased, due to USAID 

asslstance, whlch leads to reductions In greenhouse 
gas emlsslons or increases In energy efflclency 
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C Programs in Graduatron/CIoseout Countr~es 

Two actlvltles funded by POT 1 6 reglonal funds have been 
approved for post-presence lmplementatlon In closeout 
countrles EcoLlnks and the Global Envlronmental Faclllty 
(GEFI Danube 

EcoLlnks - The EcoLmks program has three components the 
EcoLlnks Partnershlp Grants Program, the EcoLlnks Technology 
Transfer actlvlty implemented through an agreement between 
USAID and the US Department of Commerce, and the EcoLmks 
Information Technology program 

Wlth the January 11, 1999 signature of an Actlon Memorandum 
from the Actlng Asslstant Admlnlstrator for the Bureau for 
Europe and the New Independent States to the Actlng Asslstant 
Admlnlstrator of the Bureau for Management, the EcoLlnks 
Technology Transfer component was approved for post-presence 
lmplementatlon In the Czech Republic, Hungary and Poland 
The endpomt of thls approval was set as September 30, 2002 

In the Recommendation of the same actlon memorandum, the 
following language was ~ncluded, "As addltlonal countrles are 
considered for post-presence partlclpatlon, the program 
manager wlll seek approval of AA/ENI and wlll lnform AA/PPC 
and AA/M " POT 1 6 1s preparing the documentation necessary 
to facllltate the EcoLlnks Partnershlp Grants Program to 
other closeout/graduated countrles of the Northern Tler The 
declslon to seek such approval came as a result of an 
extremely posltlve response from Northern Tler countrles to a 
pllot request for grant proposals earller thls year 

The Global Envlronmental Faclllty (GEF) Danube - The GEF 
Danube program was deslgned to address the Danube Rlver and 
trlbutarles of the Danube In three USAID-asslsted countrles 
Slovakia, Hungary and Romanla The termlnatlon date for the 
GEF Danube 1s September 18, 2000 The Hungarian portlon of 
the program 1s now nearmg completion The GEF Danube 
program was mcluded In the Closeout Memorandum for Hungary 
and 1s llsted In Hungary's flnal R2 coverlng FY 1998 and FY 
1999 
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I Results Framework 

SO 2 1 Increased Better Informed Citizen 
Partic~pation in Political and Economic Decis~on Making 

society organizations effectively 
promote citizen interests 
Partners USAID (media NGO & 
poli6cal party activities) private 
foundations Soros EU host 
country CSOs 

supports the formation and 

I opeht~on of NGOS 
Partners ICNL Soros EU Phare I 
host country organizations 
governments and attorneys 

information and linkages 
strengthen NGO institutional 
development. 
Partnen FH ICNL Soros 
EUlPhare private foundations 
CEE NGOs 

I 

I R 2 1 1 3 ~ ivershed funding 
increases NGOs financial 
nabilily Partnen Soros host 
country CSOs 



I1 RESULTS REVIEW EN1 PROGRAMS, SO 2 1 

A O v e r v l e w  o f  SSO 2 1 1 "Sustainable c lvi l  s o c l e t y  
o r g a n l z a t l o n s  effectively promote c l t l z e n  interests 

Indlvldual country R4s track progress In the achievement of many 
of the Bureau's clvll soclety actlvltles, lncludlng the 
Professlonal Medla Project (ProMedla), electlon admlnlstratlon 
through the Internatlonal Foundation for Electlon systems 
(IFES), and polltlcal party development through the 
Internatlonal Republican Instltute (IRI) and the Natlonal 
Democratic Instltute (NDI) 

DG/CSM manages two "truly reglonal" Democracy Network 
actlvltles that contribute speclflcally to the development of 
the NGO sector wlthln thls larger mlx of clvll soclety 
organlzatlons These actlvltles are 1) the NGO legal 
environment strengthenlng lnltlatlve lmplemented by the 
Internatlonal Center for Not-for-Proflt Law (ICNL), and 2) 
the reglonal networklng program for NGOs, Implemented by 
Freedom House (FH) These actlvltles complement the Democracy 
Network's NGO strengthenlng programs In eleven countrles I n  
Central and Eastern Europe (CEE), and are speclflcally 
targeted towards achlevlng the strategic support objective of 
promoting sustainable clvll soclety organlzatlons capable of 
contrlbutlng meaningfully to the publlc pollcy debate across 
CEE 

Transreglonal actlvltles, whlch create a brldge between CEE 
and NIS ~nltlatlves, are becomlng an lncreaslngly Important 
part of the Reglonal program portfolio Over the past year, 
Freedom House has expanded ~ t s  CEE clvll soclety networkmg 
actlvltles to lnclude Ukrame and now plans to lnclude 
Belarus The Professlonal Medla Program 1s also bulldlng 
llnkages among professional journalists In CEE wlth those In 
NIS countrles We belleve that transreglonal lnformatlon 
networks and experience sharlng 1s crltlcal to the future 
sustamed efforts at clvll soclety bulldlng In the reglon 

USAID and prlvate sector donors together are developing 
mechanisms for contlnulng Reglonal actlvltles In post-presence 
countrles In the Baltlcs, thls wlll be the Baltlc-Amerlcan 
Partnership Fund (BAFP) and across CEE thls wlll be the Trust for 
Clvll Soclety In Central and Eastern Europe (the Trust) Both of 
these programs are deslgned to enhance the sustalnablllty of the 
~nstltutlons of clvll soclety whlch are cruclal to a healthy 
democracy and market orlented economy The BAPF and the Trust 
wlll contlnue to support all three IRs for SSO 2 1 1 



Speclflcally, the Trust wlll seek to support clvlc lnltlatlves 
undertaken by-local NGOs, to encourage and promote lndlgenous 
philanthropy and publlc support of local NGOs, to bulld cross- 
border and reglonal lmks to promote clvll soclety and shate 
lessons across borders, to enhance the legal, pollcy, and 
attltudlnal environments needed for the development of a strong 
clvlc llfe and publlc-pr~vate partnership, and to contribute to 
the flnanclal securlty of a llmlted number of quallfled, 
lndlgenous NGOs through seedmg endowments The Trust wlll 
support NGOs across several sectors, mcludlng democracy, 
economlc reform, and soclal safety net See Annex 1 for a 
justlflcatlon for the Trust 

The overall goal of the BAPF 1s to help stablllze democracy and 
market orlentatlon In the Baltlc Republics The BAPF has three 
types of program actlvltles to support NGO capaclty legal and 
tax reform, lnstltutlonal development, and flnanclal asslstance 
The BAPF wlll focus on strengthening a llmlted number of NGOs at 
a stage where thelr development 1s obstructed by lnexperlence In 
advocacy, fund-ralslng, and other emergent aspects of prlvate 
sector, non-proflt actlvlty It 1s mtended to help these NGOs 
strengthen thelr own lnternal operations and advocate for needed 
legal and regulatory changes In the countries where they operate 
The BAPF may target asslstance to NGOs that are actlve In 
speclflc sectors In order to maxlmlze the lmpact of ~ t s  
asslstance upon the NGO sector In general and the Issues most 
crltlcal for soclety at large These sector speclflc areas may 
lnclude mlnorlty mtegratlon, soclal safety net, small and medlum 
slzed busmess assoclatlons/market reform, gender lssues and 
equality, and clvlc partlclpatlon/rule of law 

B SO 2 1 1 Results to Date 

At the outset of the Democracy Network program, the NGO sectors 
In CEE and the NIS were In a nascent stage of development, wlth 
an unsupportlve legal environment, llmlted mdlgenous capaclty 
and llmlted mformatlon exchange among groups As detalled 
below, the ICNL and Freedom House programs, have contrlbuted not 
only to the numerlc growth of sustamable NGOs per se, but also 
to thelr ablllty to effect change at the local and natlonal 
level In the CEE In the NIS, as bilateral programs have 
contrlbuted to country progress to date, we have not been 
measuring "results" ln thls reglon Nonetheless, as future 
program development wlll mclude an lncreaslngly transreglonal 



component we wlll begln to lnclude selected countrles In our 
results revlew 

In 1997, as a means to measure the progress of the NGO sector In 
EN1 at the macro level, EN1 developed the NGO Sustalnabllrty 
Index Thls Index examlnes the NGO sector across CEE and the NIS 
through flve "lensesu-legal envlronment, organlzatlonal 
capacity, flnanclal vlablllty, advocacy, and publlc lmage 
Inltlally, EN1 based our targets upon the NGO sector In each 
country attalnlng a ratlng of two or better on the Index's seven 
polnt scale, slgnlfylng that "the envlronment 1s enabllng and 
the local NGO community demonstrates a commitment to pursulng 
needed reforms and to developing ~ t s  professlonallsm (Forelgn 
assistance continues to accelerate or facllltate these 
developments ) "  A ratlng of one describes an NGO sector that 
recognizes "whlch reforms ordevelopments are st111 needed and 
has a plan and the ablllty to pursue them ltself " 

C POT Performance Ratlng for SO 2 1 1 and Expected 
Results Through 2001 

Progress has largely met expectatlons 

For SSO 2 1 1, the target for 1998 was t ha t  f l v e  ( 5 )  countr les  
have an NGO Index score o f  2 or b e t t e r  Actual results show that 
whlle flve countrles are currently In "Stage 111" of NGO 
development, lndlcatlng a score between 3 - 1, only three of 
these countrles have a score of 2 or better Whlle we dld not 
technically meet our target, lt 1s Important to note that the 
NGO Index methodology has become more reflned over the past 
year As such, the scores are not dlrectly comparable to those 
of last year Glven llkely continued refinements In the ~ndex, 
we recommend changmg thls lndlcator to Countries In Stage I11 
of Development rather than countrles wlth a speclflc score of 2 

In addltlon, as descrlbed below, progress has been made many of 
the related IRs, whlch lndlcates that we have met our 
expectatlons overall The Baltlc Arnerlcan Partnership Fund, the 
CEE Trust, as well as new actlvltles descrlbed below, wlll 
contribute to thls SSO 

As long as economlc condltlons contlnue to lmprove In the 
reglon, we expect that all Northern Tler countrles In CEE wlll 
reach Stage 111, wlth a ratlng of 2 or hlgher by FY 2001 
Southern tler expectatlons are more problematic, as the current 
confllct In Kosovo wlll shape the future development of clvll 



soclety In both the FRY and the front l m e  states Nonetheless, 
we belleve that forward progress wlll contlnue In thls reglon, 
and that wlth the exception of the FRY, all wlll be In the mld- 
to upper range of Stage I1 of the sustalnablllty Index by FY 
2001 

In the NIS, lncreased transreglonal programming wlll support 
lnformatlon and exchange wlth clvll soclety groups In the CEE 
and those In Ukralne and Belarus -- the two target countrles 
for Freedom House's NGO networking actlvltles and ProMedlals 
independent medla actlvltles Currently, Ukralne has an NGO 
Index score of "4" and Belarus has a score of "5," placlng both 
countrles In low end of Stage I1 In Ukralne, whlle the blggest 
constraints to clv1.1 soclety are a restrlctlve legal 
envlronment and contractmg economy, we belleve that lncreased 
transreglonal contact wlll strengthen the core competencies of 
NGOs As such we predlct slow but steady progress wlthln Stage 
I1 for Ukralne through the year 2001 For Belarus, the current 
repressive reglme wlll result In far slower ~mprovements of 
clvll soclety at the macro level, but person-to-person 
exchanges wlll contribute to a broader publlc understanding of 
the role of clvll soclety as well as lmproved NGO competency 
Accordingly, Belarus also has the potentlal for incremental 
forward progress through the year 2001 

I R 2 1  1 1  -- "The legal environment effectively supports the 
creatlon and operation of NGOs " 

1 Resul t s  to D a t e  

At the lnceptlon of USAIDrs ass~stance In thls area through the 
Democracy Network Reglonal agreement wlth ICNL, the legal 
framework for NGOs In all DemNet countrles was at Stage I, 
lndlcatlng llttle progress In the development of a supportive 
legal envlronment In 77% of the DemNet countrles, whlle 23% of 
the countrles were at Stage Two At present, and beyond our 
expectations, none of the orlglnal 11 countrles remaln In Stage 
I, 64% have progressed to Stage 11, and 36% have progressed to 
Stage 111-the hlghest level of development1 Whlle a qulck 
glance at the tables show that all countrles have remalned In 
the same stage of development for the past year, several 
countrles, lncludlng Macedonra and Estonla, have moved forward 
wlthln Stage I1 and Stage I11 

The orlglnal DemNet countrles are Albanla, Bulgaria, Czech Republic, 
Estonla, Hungary, Latvla, Llthuanla, Poland, Romanla, and Slovakla 
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It should be noted that In late 1997 and early 1998, ICNL 
~nltlated work In Bosnla, Croatla, and Serbla, all of whlch 
remaln In Stage I In order to malntaln a consistent method of 
ludglng IR progress, these countrles are tracked separately, so 
as not to downwardly skew the percentages 

Illustrative examples of the lmpact of ICNLfs work over the 
past 
year lnclude 

In June 1998, the Macedonlan Law on Assoclatlons and 
Foundatlons was enacted Wlth ICNL's asslstance, NGO 
representatlves, government offlclals, academics, mterested 
cltlzens, and ~nternatlonal experts worked together on 
draftlng thls law The drafters circulated the proposed law 
to almost all actlve NGOs In the country, organized 
roundtable dlscusslons, and embarked on a medla campalgn to 
publlclze the leglslatlve lnltlatlve The law 1s the most 
progressive NGO law In the former Yugoslavia and 1 s  belng 
used as a model In other countrles In the reglon 

In Albanla, the draft Law on Non-Governmental Organlzatlons 
was presented to the Councll of Mlnlsters In Aprll 1999 The 
government has made enactment of the draft one of ~ t s  hlghest 
prlosltles In order to put In place an appropriate legal 
framework for NGO actlvlty durlng thls tlme of crlsls The 
draft law 1s the result of extensive cooperation between NGOs 
and the government, lncludlng the flrst-ever-publlc hearlng 
on I a draft law Thls 1s a particularly slgnlflcant I 
accomplishment conslderlng that President Berlsha orlglnally 
proposed NGO ldw reform In order to control NGO actlvlty 

aIn Montenegro, ICNL provlded technical asslstance to the 
Mlnlstry of Justlce and the NGO sector on a draft Law on 
Assoclatlons and Foundatlons Compared to the orlglnal draft, 
the flnal draft shows a slgnlflcant improvement The draft 1s 
the flrst ltem on the Parliament's agenda, although the 
sltuatlon 1s unsettled conslderlng current clrcumstances 

ICNLrs/work has a contlnulng lmpact on countrles that have 
closed Based on ICNL's earller work, In the sprlng of 1998, 
the Estonlan Parliament passed an amendment to the Income Tax 
Law, whlch allows ~ndlvlduals to make tax-deductible 
contrlbutlons to publlc beneflt NGOs 



ICNL has also actlvely promoted NGO law reform lnltlatlves In 
Latvla, Llthuanla, Poland, Slovak~a, Croatla, Romanla and 
Bosnla-Herzegovina, among other countrles In the reglon, and 
continues to work on lmplementatlon ~ssues, educational 
lnltlatlves, NGO-government partnerships, capacity-bulldlng 
projects, and other law reform actlvltles In the reglon 

2 POT P e r f o r m a n c e  R a t l n g  and E x p e c t e d  P r o g r e s s  through 2001 
USAID's contrlbutlon to thls IR through ICNL has largely met 
expectations to date, both In country progress and In overall 
prograrnrnatlc results 

Over the next three years, ICNL wlll contlnue to Improve the 
NGO legal envlronment across CEE by provldmg technical 
assistance to NGOs, government offlclals, and lawyers Involved 
In leglslatlve drafting, ensurlng that laws are properly 
admlnlstered through lmplementatlon projects, and developing 
ln-country capaclty on NGO legal lssues ICNLrs prlmary focus 
wlll be on status laws, tax laws, and laws governmg NGO-local 
government relatlonshlps As the Southern Tler 1s generally 
less well developed than the Northern tler, lt has become 
ICNLrs prlmary geograph~c focus In the Northern Tler, the BAPF 
and the CEE Trust by 2001 wlll start to contribute to lmprovlng 
the legal envlronment 

We expect continued gradual progress under thls IR through FYs 
1999, 2000, and 2001 We antlclpate that by 2001, of the 
orlglnal DemNet countrles, 3 of 7 wlll move forward wlthln Stage 
I1 (Albania, Macedonla, and Romanla), and the Stage I11 
countrles (Czech Republic, Estonla, Hungary, and Poland) wlll 
remaln stable For two of the three most recent addltlons to the 
ICNL portfollom WP expect more rapld progress Bosnla to move 
from Stage I to Stage I1 by FY 1999, and for Croatla to move 
lnto Stage I1 by FY 2000 Serbla's progress greatly depends upon 
the outcome of the current confllct In Kosovo 

2 I R  2 1 1 2 -- "Cross-border lnformatlon and lmkages 
strengthenNG0 development " 

R e s u l t s  t o  date DG/CSM contributes to the achievement of thls IR 
through both reglonal Democracy Network actlvltles In the 
cross-border actlvltles noted In the Performance Indicators, 
1 e , "cooperatlve relatlonshlps and lnformatlon sources enhance 
skllls and organlzatlonal capaclty," FHrs lnltlal NGO survey 
results lndlcate that nearly 70% of respondent NGOs reported 
havlng a cooperatlve relatlonshlp wlth a partner NGO In another 
country Of thls group, 88 were members of lnternatlonal or 
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cross-border networks Most cross-border relatlonshlps were wlth 
western countrles (41%) whereas 28% named CEE or NIS countrles 
Many had relatlonshlps wlth both Western and EN1 countrles In 
addltlon, of thls group, 52% found thelr partnerships to have 
benefited them elther greatly or slgnlflcantly The greatest 
beneflts clted were learning, professional development, and 
galnlng experience 

ICNL's actlvltles promote cross-border lnformatlon sharlng and 
llnkages as well ICNL continues to lncrease the capaclty of ~ t s  
Budapest offlce to serve as a Reglonal NGO Resource Center that 
wlll become an independent organlzatlon after ICNL closeout A 
Yugoslav and a Bulgarian lawyer have been added to the offlce 
staff, who serve as legal speclallsts to both thelr home country 
and In the reglon The Budapest offlce enables ICNL to 
facllltate lnformatlon exchange and comrnunlcatlons networks 
throughout the reglon that have strengthened local capaclty 

POT Performance Ratlng and Expected Progress Overall, we belleve 
that that performance has largely met expectatlons Freedom 
House's basellne Reglonal NGO survey wlll enable us to more 
accurately measure program progress In upcomlng years 
Nonetheless, quarterly reporting mechanisms have provlded 
sufflclent data to determine that FH's actlvlty has facllltated 
numerous cross-border relatlonshlps between NGOs, meetlng our 
expectatlons In the area of NGO legal reform, ICNL has exceeded 
~ t s  target of 12 networklng opportunltles wlth a flnal count of 
17 over the past year 

Both the Freedom House and ICNL Reglonal programs wlll contlnue 
through 2001 We expect a contmued growth of reglonal and 
transreglonal networklng and exchange opportunltles fostered by 
these ~nltlatlves, wlth the result belng a more sustainable 
lnformatlon network established In the reglon It should be noted 
that these actlvltles are considered crltlcal elements of the 
ENI/DG NGO sustalnablllty strategy post DemNet and post USAID In 
the GEE, and In particular In the Northern Tler, where NGO 
support actlvltles such as DemNet wlll end by 2000 In the 
Northern Tler, the BAPF and the Trust wlll contlnue wlth many of 
FH's lnltlatlves related to cross-border exchanges 

3 IR 2 1 1 3 -- "Fund and revenue ralslng actlvltles from 
local and lnternatlonal sources Increase NGOs' flnanclal 
vlablllty " 

Results to Date The Freedom House NGO survey has provlded ENI/DG 
wlth a basellne measure of the degree to whlch NGOs have 
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dlverslfled thelr fundlng sources Two questions were asked on 
operatlng budgets, to assess the percentage of prlvate 
contrlbutlons -In thls year's and last year's budgets Not 
surprlslngly, the responses varled from 0% to 100% wlthln almost 
every country Twenty-one percent of respondent NGOs reported 
recelvlng more than 75% of thelr operatlng lncome from prlvate 
sources, whereas forty percent reported recelvlng less than 10% 
from such sources It 1s notable that the largest proportion of 
NGOs recelved a small lncome (1 e less than 10% of thelr total 
operatlng budget) from prlvate contrlbutlons Flnally, there were 
no overall changes from one year to the next, and ~t was not 
posslble to detect any particular pattern In elther increases or 
decreases In prlvate fundlng Next year's data collection wlll 
enable us to make a more dlrect conclusion about the lmpact of 
our attempts regionally to lmpact NGO's ablllty to dlverslfy 
thelr fundlng 

POT Performance Ratlng and Expected Progress In addltlon to 
the reglonal data collected above, many country-speclflc R4s 
address the lssue of flnanclal vlablllty of NGOS, and as 
mlsslons close out we expect lssues of flnanclal vlablllty to 
be plcked up by the BAPF and the Trust We expect to see a 
contmued progression of fewer NGOs whlch rely solely on 
lnternatlonal donors for fundlng, but rather dlverslfy thelr 
Income through revenue ralslng actlvltles and lndlgenous 
donors 

I11 Post-Presence Issues 

Both ICNL and Freedom House lnclude closed-out countrles In 
thelr reglonal actlvltles, but closely ablde by country 
closeout plans In the case of ICNL, close-out country cltlzens 
are st111 ellglble to partlclpate In reglonally-funded 
exchanges and tralnlng FH wlll contrnue to employ reglonal 
exchanges and grants to non-closeout NGOs to allow them to 
beneflt from lnformatlon exchanges and prolects wlth 
organlzatlons no longer ellglble for dlrect USAID asslstance 
However, Freedom House wlll exclude NGOs In closed out 
countrles from dlrect asslstance, 1 e grants, US ~nternshlps, 
and AVID volunteers 



IV New Program Descrlptlons 

A The Trust for Clvll Soclety In Central and Eastern Europe 

As Introduced above, and justlfled In Annex 1, the purpose of 
the Trust 1s to enhance the sustalnablllty of clvll soclety 
lnstltutlons whlch are cruclal to a healthy democracy and 
market-orlented economy In USAID closeout countries The funds 
and technlcal expertlse that the Trust wlll brlng to the reglon 
wlll enable the U S to malntaln a presence In thls very 
important reglon 

New cross-border, regionally-funded, medla actlvltles durlng 
FY98 and FY99 are focused upon supporting and developing 
lnvestlgatlve journalists In the EN1 reglon These actlvltles 
wlll lnclude a Reglonal workshop, US and CEE/NIS exchanges for 
leadlng ~nvestlgatlve reporters, and wlll compete awards to 
lndlvlduals and organlzatlons dedicated to lmprovlng thelr 
lnvestlgatlve reporting No targets or lndlcators have been 
developed for thls actlvlty, but the overall goal of thls 
reglonal antl-corruption lnltlatlve falls wlthln the current SO 
2 1 framework 

C Initiatives in Kosovo and The Front-Llne States 

The current confllct In Kosovo has brought to llght addltlonal 
challenges In the lmmedlate to mld-term future for clvll 
soclety groups In the Balkans Indeed, heightened ethnlc 
tenslons and cleavages In the FRY and the front llne states 
wlll Affect the entlre SO 2 1 portfollo To address these 
Issues, ENI/DG/CSM proposes the following actlvltles to flt 
wlthln the current Results Framework 

1) Introduction of confllct management and remediation programs 
Inltlally, we envlslon a serles of roundtables and conferences 
to galn a greater understanding of the role clvll soclety groups 
can play In thls area Then, we belleve that we can not only 
Incorporate elements of confllct management and remedlatlon lnto 
our current programs, but also supplement our portfollo wlth 
organlzatlons that can lend speclflc technlcal expertlse In thls 
area 



New fundlng In FY 99 would be used to fund these conferences and 
mformatlon gathering actlvltles If deemed appropriate, 
addltlonal fundlng In FYOO and FYOl would be used to fund 
speclflc program lnltlatlves Indicators and targets would be 
developed at that tlme 

2) Inltlatlves to address the needs of women's NGOs and leaders 
In the Balkan reglon Hlstorlcally, women's NGOs have played a 
leadlng role In provldlng services, economlc development 
opportunltles, and ralslng the awareness of women In the 
Balkans to thelr rlghts as cltlzens A women's 
leadershlp/networklng/NGO assistance program In the Balkans 
wlll facllltate the comlng together of women who have been 
further lsolated due to the current confllct A sharlng of 
ldeas and experiences would strengthen tles among women In the 
reglon, as well as strengthening the capaclty of women's NGOs 
to remaln effective volces for reform Requested fundlng In 
FY99 would klck off thls actlvlty, wlth add~tlonal fundlng In 
FYOO and FYOl 

3) FRY/Front-Llne States Reglonal Medla Programs Assumlng peace 
comes to the Balkans wlthln the next 3-6 months, there wlll be 
great demand placed on ENIfs medla program to provlde resources 
to Kosovo, Macedonla, Albanla and other frontline states to 
bulld, develop and upgrade the~r independent medla The current 
crlsls In Serb~a has hlghllghted the cr~tlcal role medla plays 
In the llfe of a natlon 

The R m g  Around Serbla (RAS) lnltlatlve 1s an attempt to 
broadcast objective news and lnformatlon lnto Serbla from 
bordering countries Depending on what happens In Serbla, there 
wlll be addltlonal resources requlred to support thls 
lnltlatlve 

Addltlonally, as long as refugees remaln In Albanla, Macedonla 
and elsewhere, there wlll be a need to support efforts at 
provldlng news and lnformatlon of all sorts to these displaced 
populations Once refugees are allowed to return to KOSOVO, 
addltlonal money wlll be requlred to rebu~ld the medla 
infrastructure In Kosovo 

Most rmportant though wlll be the need to create reglonal 
alllances or llnkages between people In order to foster 
greater understanding of people from different backgrounds As 
1s the case In Bosnla, medla has been used as an Instrument of 
war In Serbla, the post-confllct perlod wlll requlre efforts 
at maklng sure medla becomes an Instrument of peace and 
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understanding, or, at least, that enough independent medla 
outlets are created to offset State medla and offer people 
objective news and lnformatlon 

As such, lt 1s proposed that ProMedla lncrease ~ t s  cross- - 
border actlvltles, especially In the Balkans but lncludlng 
Belarus and Ukralne, that develop llnkages between countries 
and strengthen dlssemlnatlon of oblectlve news and 
lnformatlon These actlvltles would snclude tralnlng, 
programming acqulsltlon, equipment grants, radlo and 
televlslon production, satellite TV ~nltlatlves and other 
reglonal work 
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V RESOURCE REQUEST Explanatory Notes 

A Ongolng Reglonal programs 

DG's reglonal funds for SO 2 1 support two dlstlnct categdrles 
of actlvltles The flrst category Includes DG's "truly 
reglonal" actlvltses In connection wlth the Democracy Network 
Program -NGO networking and legal envlronrnent asslstance These 
actlvltles are funded almost entlrely by DG (versus by 
Mlsslon-budgeted funds), and are managed prlmarlly by DG The 
second category Includes reglonal support to polltlcal party 
and lndependent medla programs Support for these lnltlatlves 
comes prlmarlly from sndlvldual Mlsslon budgets, wlth a modest 
amount of reglonal fundlng from DG In the case of polltlcal 
party actlvltles (see addltlonal explanation below), DG 
reserves a small amount of reglonal fundlng for unantlclpated 
elections Once reglonal funds are obligated for electlon 
actsvltles In a particular country, the Mlsslon assumes 
responslblllty for reportlng agalnst these funds In the case 
of all category two actlvltles, ~ndlvldual Mlsslons take the 
lead In results reportlng wlthln thelr lndlvldual R4s DG's 
revlew of the country R4s mdlcates that there 1s adequate 
coverage of these actlvltles (~ncludlng ProMedla, IFES, NDI, 
and IRI ) * 

1 Category One-"Truly RegionalN Activities The recent 
lndependent evaluation of FH and ICNL concluded that there 1s 
"strong rationale for the deslgn and lmplementatlon of a 
slgnlflcant, contlnulng reglonal program of NGO sector 
collaboration In CEE," (MSI, 28) Prospective beneflts 
Include 

Maturation of the NGO cornmunltles In CEE now permlts and 
encourages a deeper and more meanlngful framework of 
partnership relations than had hltherto been the case 

There are emergent and important opportunltles for northern 
tler NGOs to work wlth and make a meanlngful contrlbutlon to 
NGOs In southern tler countries 

2 Although lndlvldual mlsslons are budgeting for and taklng the lead In 
reportlng results for category two actlvltles, lt should be noted that there 
are substantsal reglonal llnkages made ln several of these programs These 
llnkages lnclude cross-border lnformatlon sharlng, technical asslstance, and 
tralnlng 
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The closlng of some DemNet country programs termmates a 
US llnk wlth a number of lmportant and Influentla1 
organlzatlons, and may, In some mstances, create a 
fundlng hlatus that could put these organlzatlons at 
rlsk Maintenance of a well-funded reglonal program 
could sustam llnkages and may In some cases provlde 
brldge fundlng 

An lmportant agenda of common, and In some mstance, joint 
publlc pollcy lssues has emerged In CEE, and a reg~onal 
program could help to structure an integrated and 
coordinated approach to these problems A program organized 
through an US PVO would provlde potentlal contlnulng access 
to the vast US experience In formulating effective solutions 
to soclal, economic, and environmental lssues 

A vlslble but relatively modest US funded reglonal program 
1s a slgnal of continued US attention, involvement and 
comrnltment to consolldatlon and sustalnablllty of clvll 
soclety and democracy In CEE 

(MSI, 28) 

Budgets for 2001 and 2000 for reglonal NGO networklng and 
legal assistance reflect a flxed level of fundlng for both 
ICNL and FH's actlvltles under the DemNet As noted In last 
year's R4, the declslon to contlnue workmg wlth both ICNL and 
FH was largely based upon substantlally poslt~ve flndlngs of 
the independent evaluation, whlch found that "ICNL and Freedom 
House have substantlally met the objectives of thelr 
Cooperatlve Agreements wlth USAID Both organlzatlons have 
benefited from thls relatlonshlp, and are better sltuated to 
transfer respons~b~llty for clvll soclety support and 
development to CEE lnstltutlons than would have been posslble 
In 1994," (MSI, v) 

Accordingly, for Freedom House's reglonal networkmg 
actlvltles, we are requestmg an addltlonal $500,000 In FY99, 
$l,4OO, 000 FY 2000 and $1,000,000 In FY 2001 As part of these 
totals, we wlll be requestmg $100,000 of FY 2000 and $100,000 
of FY 2001 In FSA funds to support the transreglonal 
~nltlatlves, although we expect that NIS mlsslons wlll protrlde 
bilateral support as well 

As of May 1, 1998, ICNL has been functlonlng under a new 
Cooperatlve Agreement, two-thlrds of whlch 1s funded by 
ENI/DG/CSM, wlth the remalnlng one-thlrd funded through 



Mlsslon contrlbutlons based upon country need and resource 
avallablllty The ENI/DG/CSM monles fund regional-orlented 
programs and asslstance, and cover all personnel and 
facllltles The Mlsslon contrlbutlons cover solely 
country-speclflc prolects and asslstance expenses 

In order to ensure that ICNL 1s able to provlde servlces at 
the same level as In prevlous years, fundlng for 2000 1s 
prolected at the same level as current spendmg Thls 1s 
largely due to the needs of the newly added Balkan countrles- 
Bosnla, Croatla, and Serbla-where the needs are great, and 
outwelgh any posslble cost savlngs derlved from lessened 
actlvlty In the Northern Tler Thls fundlng level also ensures 
that ICNL wlll be able to asslst Mlsslons that are unable to 
contrlgute to the new Cooperative Agreement, based upon thelr 
close-out plans or budgetary constraints We belleve 
addltlonal fundlng for ICNL to the requested level 1s fully 
warranted, as performance to date has been exemplary, and the 
need for ICNL's asslstance across CEE remalns great 
Accordingly, we estlmate an expense of $700,000 In FY 2000, 
and are requestlng an addltlonal $600,000 In FY 2001 

The BAPF 1s fully funded, and the Trust wlll be fully funded by 
FY 02 However, actlvltles under the BAPF have only just begun 
In FY 99, and actlvltles under the Trust wlll not be lnltlated 
untll FY 00, and then only In a llmlted number of countrles 
Therefore, whlle we are requestlng reglonal fundlng to support 
the Trust In FYs 00 and 01, we need to malntaln the levels of 
support for ICNL and FH through FY 01 to ensure programrnatlc 
contlnuatlon 

B New Reglonal Fctlvltles 

1) The CEE Trust 

As noted In last year's R4, USAID has comrnltted to obllgate 
$12 5 mllllon each year to the Trust A full lustlflcatlon 1s 
attached as Annex 1 

2) Kosovo/Front-Llne State Inltlatives 

The current confllct In Kosovo has brought to llght addltlonal 
challenges In the lmmedlate to mld-term future for clvll 
soclety groups In the Balkans Indeed, heightened ethnlc 
tenslons and cleavages In the FRY and the front llne states 
wlll effect the entlre SO 2 1 portfolio To address these 
Issues, ENI/DG/CSM proposes the followlng 
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1) Introduction of confllct management and remedlatlon 
programs The proposed budget request for these actlvltles 1s 
supplemental FY99 fundlng of $100,000 for conferences and 
workshops, and then $200,000 for FY 2000 and $250,000 for-FY 
2001 for lnnovatlve programs In thls area 

2) Women's NGO Leadership and Networking Actlvltles In the 
Balkans The proposed budget request for thls actlvlty 1s 
$500,000 In new FY99 fundlng, followed by $500,000 In FY 2000 
and $75,000 In FY 2001 

C Category Two - Country-based Actlvltles 

Polltlcal organlzatlons actlvltles mclude the work of IFES, 
IRI, and NDI Reglonal fundlng 1s reserved for emergency 
sltuatlons when country budgets cannot support actlvltles that 
are necessary because of unscheduled elections For example, In 
late 1998, US leadership and OSCE lmplementers requlred 
technlcal electlon expertise both on the ground In Kosovo as 
well as to lnform those draftlng election-related annexes to 
lnltlal peace settlement documents Because reglonal fundlng 
was available, IFES was able to provlde much needed technlcal 
assistance to the USG and the Kosovo Verlflcatlon Mlsslon 
Electlon Unlt The actlvltles made posslble by allocations of 
reglonal funds are tracked wlthln lndlvldual Mlsslon R4s 

The ProMedla program, and ~ t s  successor, ProMedia 11, have a 
reglonal llne Items In the cooperative agreements These funds 
are reserved for a varlety of purposes, lncludlng sector 
assessments, evaluations, and cross-border workshops In whlch 
trade unlonlsts or members of the medla are brought together to 
dlscuss common lssues Partlclpatlng mlsslons track these 
actlvltles wlthln lndlvldual country R4s 

Medla Budget Request 

Our request for funds to support independent medla for FY 1999, 
FY 2000 and FY 2001 reflect a concerted effort to lncrease 
cross-border lnformatlon exchange among journalists, address 
the need for lnvestlgat~ve journalism to support anti- 
corruption efforts In ENI, and address the long term need to 
support the post-confllct sltuatlon In the Balkans 



As such, although FY99's Reglonal medla budget was set at 
$250,000, more funds wlll be requlred to do the following 

Contlnue support of the RAS lnltlatlve Cost $1,000,000 
in FY99 

Supplement ProMedla by 
Addlng cross-border actlvltles, especially In the 
Balkans but lncludlng Belarus and Ukralne, that 
develop llnkages between countries and strengthen 
dlssemlnatlon of objective news and lnformatlon 
These actlvltles would Include tralnlng, programmng 
acqulsltlon, equipment grants, radlo and televlslon 
production, satellite TV lnltlatlves and other 
reglonal work 
Supporting the antl-corruption lnltlatlve started 
wlth FY98funds 
Organlzlng at least one Reglonal conference for the 
ProMedla program 

Total estimated cost of these ProMedla-related mltlatlves 
1s $1,750,000 In FY 1999 Contmued lmplementatlon of these 
efforts 1s dependent upon addltlonal fundlng In FY 2000 and 
FY 2001, as detalled In the attached budget spreadsheet 

Staff lng  levels 

SO 2 1 currently funds flve Washington-based PSCs who manage 
programs ln thls SO, and 1s antlclpatlng the arrlval of an 
ALAS Fellow In late FY99 Slnce many country R4s have 
designated SO 2 1 as one of thelr top prlorltles, we 
antlclpate that SO 2 1 wlll need to malntaln current stafflng 
levels through FY 2001 to meet management requirements 
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Result level 
and number 

Result statement Performance Indicator 

Cross border lnformal~on 
and lmkages strengthen 
NGO lnst~lut~onal 
development 

Cross border mformallon 
and llnkages strengthen 
NGO ~nsl~tul~onal 
development 

Cross border cocperat~ve 
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NGOs 
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Result level 
and number 
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Performance indicator Result statement 
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Indicator definition and 
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- 
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budgels from prevlous year 
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Value of NGOs Income 
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FH NGO 
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Annex 1 
J u s t l f l c a t i o n  T h e  T rus t  f o r  C l v i l  Soc i e ty  

I n  Cent ra l  and Eas te rn  Europe 

Background 

Smce the fall of the Berlln Wall In 1989, the Unlted States 
Government (USG) and U S foundation have taken slgnlflcant 
strldes In developing and nurturing clvll soclety organlzatlons 
In the Central and Eastern Europe (CEE) reglon Thelr alm was to 
provlde a counter-balance to state governments, encourage and 
facllltate independent clvlc actlon, and provlde cost-effective 
partners to governments for the dellvery of soclal servlces and 
publlc goods These lnstltutlonal development efforts have been 
successful, particularly In some of the northern-tler countrles, 
and have led to the emergence of multiple, hlgh-lmpact, low cost 
prolects and lnltlatlves meetlng socral needs As a result, the 
USG and some foundations are reduclng thelr tradltlonal non- 
governmental organlzatlon (NGO) support actlvltles In these 
countrles In southern-tler countrles, however, development of 
clvll socletles has evolved at a far slower pace and st111 
requlres tradltlonal forms of asslstance 

In effect, as each CEE country progresses to the pomt where 
structural reforms are essentially complete, lt needs a new phase 
of forelgn asslstance to help consolidate ~ t s  transltlon The 
flrst phase should establish lndlgenous capaclty In the publlc, 
commercial and voluntary sectors to admlnlster the remalnlng 
transltlon Further Arnerlcan asslstance wlll rely more heavlly 
on lmplementatlon by organlzatlons created by the cltlzens of CEE 
rather than on lmplementatlon by the conventlonal mechanisms of 
forelgn asslstance The Trust for Clvll Soclety In Central and 
Eastern Europe 1s deslgned to utlllze exlstlng lndlgenous NGOs to 
implement ~ t s  programs In countrles where USAID staff have 
completed the objectives of conventlonal forelgn asslstance 

Thus, the Trust 1s belng created so that the Unlted States may go 
on helplng cltlzens In these countrles develop the more subtle 
but no less crltlcal elements of thelr democracies even after 
tradltlonal forelgn ald dlmlnlshes In essence, the Trust 1s 
envlsloned to help sustaln, encourage and traln those whose 
organlzatlons - when taken In the aggregate - wlll generate 
democratlc actlvlsm, strengthen open market orlentatlon, deepen 
democratlc lmpulses and, most slgnlflcantly, act as guardians 
agalnst a return to command economies 

As referenced above, the Trust 1s deslgned speclflcally as a 
post-presence actlvlty that wlll servlce those USAID close-out 



countrles In the CEE reglon As such, In order to be lustlfled 
as a post-presence actlvlty, the Trust should meet the crlterla 
llsted In the "Guidance for Conslderatlon of USAID Actlvltles In 
Post-Presence, EN1 Countries " Those crlterla follow 

Post-Presence Crlterla 

Relevance The Strategic Support Ob~ectlve (SSO) of SO 2 1  1s 
that "sustainable clvll soclety organlzatlons effectively promote 
cltlzen interests " To judge whether thls SSO has been achieved, 
three Intermediate Results are proposed 

0 I R 2 1  1  1  - Legal envlronrnent supports the formation 
and operation of NGOs 

0 I R 2 1  1  2 - Cross-border lnformatlon and l~nkages 
strengthen NGO lnstltutlonal development 

0 I R 2 1  1  3 - Fund and revenue raislng actlvltles from 
local and mternatlonal sources lncrease NGOs' financial 
vlablllty 

The purposes of the Trust, as stated In the Trust draft RFA 
document, allgn wlth these IRs The proposed Trust purposes 
lnclude 

0 To enhance the legal, pollcy and attltudlnal environments 
needed for the development of a strong, clvll llfe 
complementary to, but beyond he control of governments 
(See I R 2 1 1  1  above) 

0 To bulld cross-border and reglonal llnks to promote clvll 
soclety and ensure that lessons learned In one country 
contlnue to be shared wlth organlzatlons In other countrles 
(See I R 2 1 1  2 above) 

0 to contribute to the flnanclal sustalnablllty of a few 
quallfled, lndlgenous organlzatlons by seedlng endowments 
(See I R 2 1  1  3 above ) 

0 to encourage and promote flnanclal vlablllty through 
lndlgenous philanthropy, publlc support for NGOs and revenue 
generating actlvltles of NGOs (Also see I R 2 1  1  3 
above ) 



As reflected In the above d~scuss~on, the speclal relevance of 
the Trust 1s that ~.t dlrectly relates to all three of the IRs 
associated wlth S 0 2 1 

In addltlon to S 0 2 1, the Trust purposes exhlblt a 
relatlonshlp to most of the other EN1 Speclal Objectives ^For 
instance, In "enhancing the legal, pollcy and attltudlnal 
environments " the Trust demonstrates ~ t s  assoclatlon wlth S 0 
2 2, "legal systems that better support democratic processes and 
market reforms " The same can be sald for S 0 2 3, "more 
effective, responsive and accountable local governmentfw as the 
Trust lntends In part to support clvll ~nltlatlves undertaken by 
clvll advocacy NGOs 

Further, because the Trust lntends to support such organlzatlons 
as consumer proteclon and consumer rlghts groups, professional 
assoclatlons, chambers of commerce and assoclatlons of small and 
medlum slzed businesses, at least some portlon of ~ t s  actlvltles 
could be justlfled under SOs 1 1 through 1 5 Local soclal 
servlce organlzatlons such as human rlghts advocacy groups and 
womenst organlzatlons are also lncluded as potentlal subgrantees 
of Trust funds Thls broadens the SO umbrella to SOs 3 1, 3 2 
and 3 3, under whlch the Trust at least In part could be 
lustlf led 

Results The Trust 1s an endowment and per Pollcy 
Determlnatlon-21, "endowments are created In order to provide the 
organlzatlon wlth a stable source of Income, (and hence) the 
prlmary purpose for whlch the funds are to be used 1s 
accomplished at the tlme the endowment 1s funded " (Sectlon V-C 
of PD-21) Wlthln thls context, In a llmlted, technical sense, 
the results of the Trust are achleved when the cooperative 
agreement 1s slgned wlth then wmnlng applicant 

In addltlon, the Trust was developed wlth a set of "exlt 
crlterla" In mlnd whlch are measurable results that lndlcate that 
the purposes of the Trust have been met In lndlvldual CEE 
countrles These crlterla lnclude prlnclpally that the NGO 
sector In a glven country (a) has adequate flnanclal support 
from sources other than the Trust assistance, and (b) functions 
effectively In support of the transltlon goal of the Trust of 
consolldatlng democracy and advancing the development of market- 
orlented economies In the 15 CEE countrles 

Speclflc lndlcators to measure the flnanclal vlablllty of the NGO 
sector lnclude the flow to NGOs from alternative sources of 
lncome such as membership dues, domestlc philanthropy, domestlc 
government support, revenue-generating actlvltles, investment 
earnlngs and ln-klnd lncome such as volunteers 



Speclflc lndlcators to measure how well the NGO sector wlll serve 
the Trust's goal after Trust assistance ends lnclude the 
admlnlstratlve skllls of NGO staff, a stable and acceptable legal 
and regulatory environment, a mlnlmurn slze for the sector, and a 
composltlon that embraces the essential roles for NGOs for 
transltlon 

As the Trust's resources (up to $100 mllllon) are Intended for 
all 15 CEE countrles, ~t 1s antlclpated that there wlll be a 
rollmg entry and exlt from these countrles when the respective 
entry and exlt crlterla are met 

Capaclty To Implement the Trust, a new 501c(3) organlzatlon 
wlll be established Each Foundatlon wlll have a seat on the 
Board of Dlrectors, and USAID wlll be represented by an ex- 
oflclo member 

Accountabll~ty USAID overslght for endowments 1s speclflcally 
spelled out In PD-21 whlch, In Sectlon V-F states that the "use 
of (USAID) funds should be monltored for a mlnlmum of flve years 
and a maxlmum of ten Further, USAID management overslght wlll 
be strengthed through ~ t s  role as an ex-oflclo member of the 
Trust's Board of Dlrectors 

Cost-effectiveness One of the unlque aspects of thls 
commitment of $50 mllllon USAID funds 1s that lt leverages monles 
at all levels Flrst, the Trust represents a cooperative 
programmatic and fundlng relatlonshlp lnvolvmg USAID and four 
foundatlon partners, the Ford Foundatlon, the Mott Foundatlon, 
the Open Soclety Institute and the Rockfeller Brothers Fund It 
1s expected that these partners wlll also contribute up to $50 
mllllon over the llfe of the endowment Secondly, and more 
important In terms of the purposes of the Trust, the beneflclary 
~nstltutlons, 1 e , the ~n-country NGOs, wlll be expected to make 
some klnd of "match" contrlbutlons for the subgrants and 
subendowments that they recelve, all of whlch, eventually, wlll 
demonstrate a level of flnanclal vlablllty by the ln-country 
NGOs 

Forelgn Pollcy As the Trust 1s an ~nnovatlve, publlc-prlvate 
partnership between the USG and a group of prlvate Amerlcan 
foundations, the U S 1s afforded an opportunity to remaln a 
vlbrant presence In the reglon whlle remalnlng falthful to the 
orlglnal purpose of the Support for Eastern European Democracy 
(SEED) Act of 1989, to provlde short-term advlsory capaclty 
durlng the early transltlon years 

Fundlng Gap As USG and foundatlon support dlmlnlshes In 
certaln CEE countrles, ~.t 1s apparent that nelther domestlc 



philanthropy (~ndlvldual and corporate) nor CEE governments have 
developed sufflclent capaclty to support an actlve NGO sector 
Thls fundlng gap 1s llkely to leopardlze the sustalnablllty of 
clvll soclety In the reglon The reasons for thls fundlng gap 
are several Flrst, the economies of the reglon have not 
developed sufflclently to generate the dlscretlonary lncome 
necessary to enable lndlvlduals or corporatlons to adequately 
support clvll soclety Coupled wlth economlc problems, there 
continues to exlst an attltudlnal problem, particularly In the 
southern tler, where tradltlons of voluntarlsm and charitable 
glvlng have not developed In addltlon, desplte tremendous 
strldes made In lmprovlng the legal framework surrounding NGOs In 
the reglon, there are st111 serlous regulatory and tax code 
enforcement lssues 

Therefore, the Trust represents an opportunlty for the USG, U S 
foundations and corporatlons and potentially other publlc and 
prlvate funders to consolidate and target to fundlng gap counrles 
the Investments that have been made In the development of clvlc 
lnltlatlve In the reglon On a local, ln-country level, lt 1s 
antlclpated that the crlterla for awardlng both sub-grants and 
sub-endowments wlll Include a demonstration of need - that a 
fundlng gap exlsts - by the reclplent NGO 

Sustalnablllty As referenced under the "relevance" crlterlon 
above, the Trust 1s expected to generate all three of the IRs 
whlch demonstrate the achievement of the Strategic Support 
Objective of havlng wsustalnable clvlc soclety organlzatlons 
effectively promote cltlzen interests " More speclflcally thls 
concept of sustalnablllty 1s associated wlth the exlt crlterla 
whlch when achieved, are mtended to lndlcate that the purposes 
of the Trust have been met and that Trust fundlng 1s no longer 
requlred In a certam CEE country 

c'" 



POT 2 2 Legal Systems that Better Support Democratic and Market Reforms 
Results Review and Resource Request 

A Results Revlew 

POT 2 2 recently conducted a review of progress of ENI countnes towards its graduation 
critena The review led us to conclude that the graduation critena are difficult to measure 
on an annual basis, as they are qualitative in nature and we do not have the resources to 
ask an independent panel to review them for each ENI country annually Therefore, the 
POT recommended that two indicators in part~cular be assessed on a yearly basts to 
determlne regtonal progress There are two independent and usehl sources of 
information to measure progress under SO 2 2 the Nations in Transit survey and the 
State Department Human fights Report The latter is useful because if legal systems 
support democratic and market reforms, we would expect to see governments respecting 
their citizens' human rights At a higher level of progress would be countnes with 
independent judtciaries, and the State Department Human R~ghts report makes a 
judgement about this annually also At the level of graduation would be those countnes 
that have better legal systems according to the graduation critena 

Data fiom the two reports for 1997 and 1998 is shown below 

Country 

Albanta 
Armenia 
Azerbaijan 
Belarus 
Bosnia 
Bulgarta 
Croatia 
Czech Republtc 
Estonia 
Georgia 
Hungary 
Kazakhstan 
Kyrgyz Republic 
Latvta 
Lithuanta 
Macedonla 
Moldova 
Poland 
Romania 
Russla 

Independent Judiciary* Rule of Law Rating 
(out of 7)* * 

1997 1998 
No No 
No No 
No No 
No No 
No No 
Yes Yes 
No No 
Yes Yes 
Yes Yes 
No No 
Yes Yes 
No No 
No No 
Yes Yes 
Yes Yes 
Yes Yes 
No No 
Yes Yes 
No No 
No No 



Slovakia Yes No 4 0 0  4 00 
Slovenia Yes Yes 1 75 1 50 
Tajikistan No No 6 25 6 00 
Turkmenistan No No 6 75 6 75 
Ukraine No No 3 75 4 00 
Uzbekistan No No 6 50 6 50 
Yugoslavia No No N/A 5 00 

* From the U S Department of State Report on Human fights Practices 1997 and 1998 

* *  From Freedom House Nations in Transit 1998, on a scale of one to seven with one 
being the most advanced in terms of democratic legal systems 

The following ENI countnes have independent judiciaries Bulgaria, Czech Republic, 
Hungary, Macedonia, Poland, Estonia, Latvia, and Lithuania The following countnes 
have achieved a Freedom House NIT rule of law score of 3 or lower (1 being the most 
advanced in terms of democratic legal systems), indicating that legal reform is well 
underway Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland 

At the other end of the scale, the following countnes had poor human rights records in 
1997 Azerbaijan, Belarus, Croatia, Yugoslavia, Armenia, Kyrgyzstan, Kazakhstan, 
Russia, Tajikistan, Uzbekistan The following countnes received a rule of law score of 5 
or higher in the NIT 1998 survey Albania, Azerbaijan, Belarus, Bosnia, Georgla, 
Kazakhstan, Tajikistan, Turkmenistan, and Uzbekistan, Yugoslavia Thus, the countnes 
that are generally not respecting human rights and that have made very llttle progress in 
changing their legal systems are Azerbaijan, Yugoslavia, Kazakhstan, Tajikistan, 
Uzbekistan, Belarus, Turkmenistan There would seem to be insufficient political will in 
these countries to lead to an outcome of "legal systems that better support democratic 
processes and market reforms," no matter what assistance is proffered The best 
approach to such countnes now is to support individual reformers, free elections, and 
civil society to the extent allowed by the regtme 

In between the extremes are Bulgaria, Macedonla, Albania, Croatia, Georgia, Armenia, 
Kyrgyzstan, Russia, Bosnia, Moldova, Romania, Slovakia, Ukraine In six of these 
countnes, USAID is pursuing SO 2 2 USAID should consider whether progress in legal 
reform in the others will allow them to make a f i l l  transition to democracy and a market 
economy in the next 10 years, or whether more external support is necessary 

The regional activities that are under the purview of POT 2 2 will not by themselves have 
an impact on these ind~cators These regional activities are designed to complement and 
reinforce rule of law programs in the countnes in the region Or, they may be criminal 
law reform programs undertaken by Department of Justice that are intended to 
complement and reinforce law enforcement assistance provided by U S law enforcement 



agencles For this reason, we do not have activity-specific indicators for the regonal 
activities for which we have received funding to date 

Over the last year, we have not seen a change in our indicators in the ENI region 
However, one would not expect to see Independent judiciaries in the immediate future In 
our target countnes of Ukraine, Russia, Armenia, Georgia, Albanla and Bulgaria Our 
programs are modest and there are a variety of complex factors influencmg the jud~ciaries 
including the fiscal stability of their countries, the question of how to deal with judges 
who started their careers during the Communist era, low judicial salaries, etc By 
trackmg our ~ndicators over the next 5 to 10 years, however, a picture should emerge of 
more countnes with independent judiciaries and therefore more stable democracies with 
firmer legal underpinnings for market activity 

Institution buildmg ABAICEELI has provided technical and legal assistance to a large 
number of countnes in the region While most of the funding has been for country 
spec~fic act~vities, there are small amounts of regional funds used to support a regonal 
institut~on building advisor (RIBA) The main duties of the RIBA are to provide more 
specialized assistance to the various local rule of law NGOs w ~ t h  which ABAfCEELI has 
partnered over the past several years Through the use of organizational development 
interventions ABAICEELI seeks to strengthen its partners' capacities to effectively 
provide services to their constituencies, and to help them become more viable, 
autonomous, and sustainable over the long run The FUBA divides her time among 
country programs much like a USAID PSC would, and therefore should be funded 
regionally The RIBA has achieved significant gams over the past year by 

- Assisting the Bulgarian Legal Initiative for Trainmg and Development (PIOR) to 
obtain f h d s  fiom international donors, 

- Assisting the Macedonian Judges Association to design proposals that were subm~tted 
to the Westmlnster Foundation of Democracy and the C S Mott Foundation 

- Assistmg the Lithuanian Center for Law and Democracy to obtam funds fiom Soros to 
support a publlc interest program on gender issues, child welfare, and consumer 
protection 

In short, the RIBA ensures that rule of law NGOs will continue to exist after USAlD 
assistance ends and that a legacy of western style rule of law institutions is created 

Corruption POT 2 2 regional funds are being requested for anti-corruption actlv~ties in 
FY2001 Whde this request 1s new, the act~vit~es to be funded are on golng Thus, a 
brief results review is in order 

In September 1997, USAID/ENI formed an Antl-Corruption Working Group 
(ACWG) made up of DG and PER technical officers The first pnority of the ACWG 
was to seek mission and fiont office approval of an overall ENI Am-Corruption Strategy 
and Guldance paper The ACWG then collaborated with several outsrde donors, 



including the World Bank and the Organization for Economic Cooperation and 
Development (OECD) in Paris to co-host diagnost~c surveys of corruption and a larger 
"Conference on Combating Corruption in Transition Economies," which took place in 
Istanbul in October 1998 The OECD's Anti-Corruption Network, which USAID 
proposed was inaugurated at that workshop 

One of the principal problems of 'grand corrupt~on' is measuring its impact in 
transition economies Despite assertions, little is known within countnes themselves as 
to the causes of corruption, its influence in the publ~c sector (executive, leg~slat~ve and 
judicial branches of government) or the newly created pnvate sector Rather than 
immediately create poorly thought out programs that try to do too much by "stoppmg" 
corruption, USAID's EN1 has first tried 

(a) to increase understanding as to the complex origins of the problem in the 
communist and recent post-communist economic systems, 

(b) encourage diagnostic surveys, using host-country NGOs, to be publ~c~zed at 
natlonal "integrity conferences" hosted by the World Bank, 

(c) to work with municipal and sub-national NGOs to promote stronger polit~cal 
support for in-country anti-corruption efforts, through MSI and other 
contractordgrantees, and 

Labell 

(d) Create broad donor, NGO and host-country government support for selected 
implementation activities in judiciaVadministrative ethics, fiscal, procurement and 
civd service reform, business l~censing s~mplification, and public-pr~vate 
"partnerships" to strengthen domestic political support for anti-corruption 
programs 

Each of the below conferences, workshops, and programs aims to achieve 1 or more of 
the 4 objectives outlined above 

Progress Measured against Above Objectives 

Donor's Anti-Corruption Network One of the planned results from the Istanbul 
Conference ~nvolved the creation of a larger Donors' Anti-Corruption Network, 
implemented by Management Systems International (MSI), which would brmg donor 
organizations together to d~scuss comparative advantages and suggest hrther 
implementat~on strategies MSI began work on an electronic network webpage, 
involving bulletin boards, compilations of 'lessons learned' and 'best pract~ces' in the 
region At the next meettng of the OECD Steering Group in Paris in January 1999, 
the webpage (http //www nobnbes org) was oficially inaugurated The European 
Bank for Reconstruction and Development (EBRD), the UN Secretanat and Crime 
Prevention Programs, Soros Open Society Institute, USAID OECD, Transparency 
International, the World Bank and several other donors met to discuss proposals for 
future financial support of the website 



The OECD Private Sector Conference In February 1999, USAIDIENI and G/DG co- 
hosted a workshop on pnvate sector corruption that brought attention to the role of 
the business community in creating joint incentives against corruption, forming anti- 
corruption and discussing the impact corruption has in developing economies 
Plans for upcoming workshops in Russia and elsewhere in the NIS focusing on the 
importance of private sector ethics were begun 

V~ce-President's Anti-Corruption Forum USAID helped S/NIS, S/INL and others 
within the State Department to craR a post-conference agenda that put strong 
emphasis on the importance of collaboration with multilateral donors, sharing of 
information and diagnostic survey data on the incidence and perception of corruption 
among bus~nesses, households and government officials Planned work for 1999- 
2000 involves collaborative support to the World Bank Institute for a senes of 
diagnostic surveys in Bulgaria, Armenia, Russia and Ukraine, and possible "integrity 
conferences " 

Progress Largelv Met Expectations 

Since the primary goals of the first year of the ACWG involved publicizing the 
problems of corruption more broadly in international forums, and attracting broad donor 
support, progress in 1998 largely met expectations 

Prospects for Drogress through FY2001 

We expect to see progress on our indicators in the following countnes by 2001 Albania, 
Armenla, Bulgaria, Georga, Macedonia, Moldova, Russia, Slovak~a, Latvia, Lithuania, 
Romania, and Ukraine This progress will result from our and other donors' support of 
legal reform and anti-corruption initiatives In these countnes, constitutions call for 
independent judiciaries, and we are supporting the work that needs to be done to make 
independence a reality in practlce A common theme in the State Department Human 
fights Report is that while judges are independent on paper, they are 111 equipped to cany 
out their role in democratic, market societies This is where donor assistance can have an 
impact 

In addition, we expect to see progress on anti-corruption matters by 2001 due to the 
following 

Novgorod Conference USAID, In co-operation with the Department of Commerce, is 
co-sponsoring an OECD Conference on Pr~vate Sector Ethlcs, to be held in Novgorod, 
Russia in June 1999 with the participation and support of Governor Mikhail Prusak of 
Novgorod Oblast At this conference, it 1s anticipated that a common code of business 
ethics will be adopted by several business associations In the region, endorsed by the 
Governor, and permission for the World Bank's Fiscal Investment Advisory Survey 
(FIOS) to be conducted The oblast would then have the distinction of being the first 



Russ~an region to formally embrace a regional Code of Ethics for the private sector, 
helping to create a more positlve envlronment for domestic and foreign investment 

Bulgaria Workshop USAIDtSofia and USAIDIENI will co-host a "Workshop on 
Creating Publ~c-Private Partnersh~ps to Promote Transparency" in Varna, Bulgaria, ~ l s o  
In June 1999 Representatives from government and the NGO commumty In Bulgaria, 
Slovakia, Romania, Albania, Serbia, the Czech Republic, and Ukraine, and specialists 
fiom western donor organizations w~l l  meet to d~scuss pract~cal ways of implementmg 
public-pr~vate sector co-operative ventures designed to increase demand for stronger, 
more accountable government practices 

Fiscal Reform P~lotkIungary With the 0ECD7s SIGMA directorate, USAIDENI and 
USAIDEIudapest Regional intends to support a pilot fiscal reform project whose goal is 
to accentuate 'best practices' for Central European states reforming their fiscal systems 

Romanla The mlssion has budgeted for a substant~al antl-compt~on program, to be 
designed with help from the Bureau By 2001, we project that some reg~onal activities 
will be des~gned to complement these efforts, leading to multi-sectoral support for anti- 
corruption measures In Romanla 

Fmally, USAID intends to support several new World Bank diagnostics In Armenla, 
Bulgaria, Russia and possibly Ukraine and Romania In 1999 and 2000 

B New Program Descr~pt~ons and Performance Measures 

Our new programs are designed to complement and facilitate mlsslon programs in rule of 
law and anti-corruption and therefore, we are not providing performance measures 
beyond the reg~onal graduation criteria 

Anti-Corruption Program 

MSI ($250,000-4300 000) MSI will increasingly be called upon through its exlstlng 
contract with ENI/'DG to participate in country diagnost~cs (one IS already planned for 
Romania) wtth other agencies, such as Department of Just~ce, which will share MSI's 
experrence rn organrzmg public-private transparency coal~trons In Ukrame to Central 
European countr~es (like Slovak~a, Bulgaria, Macedonla, Bosn~a) which are only now 
expressing interest In this 

OECD ($1 50,000--$20,000) State Department has expressed strong support that the 
USAIDIOECD partnersh~p In the Anti-Corrupt~on Network contme Additional 
workshops and conferences (wh~ch Include an annual meeting in Istanbul, plus 3-4 
regtonal workshops In places yet to be determmed) are planned, and it is antic~pated 
that these conferences will increasingly Involve co-operation with the European 
Un~on, as well as with other directorates within OECD (SIGMA and PUMA) 



World Bank ($250,000-350,000) As mentioned above, new in-country diagnostic 
survey work -and national (or sub-national) integrity conferences for selected oblasts 
of Russia, Bulgaria, poss~bly Romania, and Armenla, as specific 'deliverables' to the 
Gore Anti-Corruption conference, are also planned Discussions with World Bank 
and Russian Government officials to begin this in Russia have already begun 

Global Bureau Contractor Buy-Ins ($100,000-250,000) Dunng the summer of 1999, 
the Global Bureau's Center for Democracy and Governance will issue two RFAs for 
specialized anti-corruption efforts, w th  the understanding that EM wdl buy in to 
some activities (such as more specialized or experimental judicial, legal, 
procurement/clvil se~ice/banking reform pilot programs in select countnes), 
concurrent w t h  misslon need and political opportunity 

FY2001 Request $1 1 million 

Regional Judicial Training Program 

SO 2 2 country-specific programs focus on institution building, including implementation 
of new laws and other legally binding standards A regonal program can supplement and 
remforce the effort in a number of ways One important way is through education 
programs for judges who grew up in a non free-market environment Judges require a 
solid foundation in basic economic and business concepts In order to be able to analyze 
commercial law issues and properly apply commercial laws to the underlying transaction 
and disputes at hand 

A second regional program objective is to support the accession of EN1 countnes to  
regional and international bodies and treaties This will be increasmgly important as the 
U S supports regional initiatives such as the Southeast Europe Inmatwe, SECI and the 
Southern Balkans Init~ative While our country-specific programs focus on nat~onal 
institution building, encouraging reg~onal collaboration supports one of our key fore~gn 
pol~cy objectives Clearly, there wdl not be real regional collaboration of EN1 countnes 
until they can uphold the external obligations to which their governments are bound by 
international treaties and other protocols to which they have acceded 

[Results Review 
This topic was included here in last year's regional R4] 

New Program Descrivtions 

POT 2 2 is proposing two regional programs - one that w~l l  provide training to judges in 
Economics, Finance and Commercial Law, and a second for judges and policy makers 
regardmg International Organizations and Treaties These two top~cs, which lie at the 



interface of democrattc governance and economtc growth, are common to all countnes in 
the regton Traintng in these topics w ~ l l  both provide participants with important 
information that transcends nattonal boundaries and benefit partictpants by providing 
them with a forum in which to interact wtth their counterparts from other countnes The 
substantive basis for the two programs and the~r  implementation are described below 

Econom~cs, Finance and Commerctal Law The ENI countnes have enacted many new 
complex, commercial laws Proper application of these laws in the context of a market 
economy is dependent upon judges having a familiarity with the basic economlc and 
financial accounting prtnciples that underlie these laws These principles, together w t h  
frequently used forms of business transactions, are common across nat~onal boundaries - 
unlike specific commercial laws and regulations, whtch are unique to each country 
Judges require knowledge and skllls based training to be able to apply these laws, and 
thereby to facilitate economlc growth in their respective countries and the region 

This training program for judges wtll comprehensively examine (1) basic economics 
pnnciples, (2) accounttng pnnciples, and (3) common forms of business transactions 
The program will be taught up a combination of judges, economists, accountants, 
commercial lawyers and other experts 

Commerctal disputes requtre judges to have a sohd grounding in basic economics, 
accounting principles and the forms in which business transactions are commonly 
structured Judges need to be able to understand rudimentary economlc concepts such as 
direct and indirect costs, marginal costs and economies of scale The resolution of 
business controversies, including those involving commercial laws, securtties laws and 
bankruptcy laws, requlres judges to work with accounting principles and understand the 
transactional context in which the particular dispute has arise Accounting princ~ples are 
based on GAAP (generally accepted accounting pnnc~ples, whether international or w ~ t h  
some country spec~fic vartations), and Include the standards applied to prepare financial 
statements, value tangible and ~ntang~ble assets, and calculate key operating results such 
as net profit The differences among various forms of business transactions are often 
subtle and may appear unimportant, but these d~fferences can y~eld dramatically different 
results Transaction forms include, sale, vartous types of leases (including true leases and 
financing leases) revolvtng and term loans, and licensing 

A multi-day workshop will address these topics, will be participatory In nature, and will 
include real and hypothetical examples The emphasis wtll be on issues common to civil 
code countries and free market economies, and on providing judges with the practical 
ability to understand and analyze business transactions 

International Oraantzattons and Treaties 
This trainlng program will focus on (1) accession requirements to international 
organizattons, (2) the provlslons of important international treaties and conventions and 
(3) the fora and procedures used to resolve disputes related to such organizattons, treaties 
and conventions International organizations treaties and conventtons are cntical to 
economic growth, the protection of human rights and the protection and shartng of 



natural resources Lawyers, judges and representatrves of applicable international 
organizations and treaty bodies will teach this program 

There are numerbus international and regional treatres and conventions These govern a 
broad range of areas, including the service of process rn internatronal disputes, cross- 
border enforcement of judgments, customs (the Kyoto Conventron), trademark practices 
(the Bern Convention), and human rights (the European Convention on Human R~ghts) 
In addition, many countries are seeking membership in the World Trade Organization, 
which has its own procedures for the resolution of trade disputes Polrcy makers need to 
understand both the accessron requirements for these organizations and agreements, and 
the obligatrons that come wrth accessron Judges need to understand the provisions of the 
treaties and conventions, as the substantrve provisions of these agreements will 
supplement or supersede the natronal laws of therr respective countnes In addition, 
judges must understand the subject areas over which these agreements establish regional 
or rnternational bodres wrth exclusive jurrsdiction to resolve disputes, so that judges will 
know when their own courts to do not have the jurisdrction to decide a particular 
controversy 

This training program wrll be organized in a manner intended to address separately issues 
of rnterest pnmarily to judges, on the one hand, and policy makers, on the other hand To 
accomplrsh this, the program may be structured as two separate training programs, or be 
organized with specific days and modules dedicated to their appropnate audiences 

Implementation of Programs 

We will contract for the training programs Particrpating judges and other policy oficrals 
will be nomrnated by the AIDRep or Mssion, based in part on the participants' interest in 
becoming trarners in their own countnes The contractors coordinating the programs will 
include one or more modules on trainrng, so that participants can return to their own 
countries and train others to become trainers in what they have learned To promote 
sustainability of the effod, the program design will also focus on methods intended to 
ensure that the information and skills transmitted are rncorporated and kept current, 
including (1) information channels by which judges can network and (2) the 
establrshment of partnershrps between program participants and US and regional 
organizations that can asslst in continurng education and disseminatrng new informatron 
on the toprcs covered by the programs The programs will also be developed in 
conjunctron with international bodies with partrcular expertrse rn the relevant subject 
areas, especially those that may also have provided provrdmg training and technical 
assistance, such as the Council of Europe, The World Customs Organization in Brussels, 
and the World International Property Association 

The sharing of information and experrences intended by the programs will be enhanced 
by the composition of the faculty, as the faculty will, to the extent possible, rnclude 
judges, economrsts, accountants and other experts from European countnes, rncludrng 
those that have graduated from USAID assistance In additron, we antrcipate that the 
programs be held at a location in Europe 



The anticipated time frame of the program, mcluding the networlung program, is two 
years Support for the networking component itself would continue longer depending on 
the experience durmg the first two years 

Judges' Networking 

USAID and other donors have made significant outlays to support the development of the 
judiciary across the EN1 region Some countries have made astounding progress and now 
have Independent judic~aries Others have judic~anes that differ llttle in function from 
thelr communist predecessors, or In some cases may perform worse 

Whde legal system reformers exist in all ENI countries, the subject of legal reform to 
date has been conceived of as a country-specific undertaking, since it involves laws that 
are particular to one country However, the types of instltutlons necessary to a 
fimctioning legal system are not very different from one country to another, and certainly 
Ideas for how to advocate for reform can be shared across borders 

We propose to h n d  a serles of legal reformer networlung conferences Missions would 
nommate key reformers such as mlnlsters of justice, judges, executives of judges' 
assoc~ations, heads of law student associations, legally onented NGO leaders and others 
who are worlung for legal reform In their country, perhaps in relative isolation The first 
conference would discuss discrete themes such as 

Independence of the judiciary what successes have d~fferent countries achieved In 
fostering mdependence of the judiciary? 

What do judges of the region most need in order to perform effectively and fulfill their 
const~tutional and societal role? 

How can the assstance cf outs~de donors be targeted for maximum effect? 

What 1s the role of civil soclety and business in demanding effective judicial services? 

At the conclusion of the first conference, plans to sustain networks of reformers would be 
agreed upon, and material support for follow-up identified (such as electromc networks, 
regional publications, future conferences, exchange visits) 

USAID could contact the Council of Europe, COLPI, the World Bank and the EU to 
ascertain their Interest in co-financing the series of networlung opportunities This would 
have the advantage not only of enhancing donor cooperatlon, but also of increasing the 
access of legal reformers to multilateral organizations and prtvate foundations that may 
be interacting with ministries of justice, but not necessarily with law students, NGO 
leaders, local judges, etc The first conference could be held In Strasbourg at the tlme of 
the Council of Europe's annual assistance planning meeting, allowing reformers to have 



more input into their country's request for assstance from the Council, and allowing for 
consultat~ons in Brussels with EUfPhare and EU/Tacls officers 

POT 2 2 is requesting $90,000 in FY2001 funds for the kick-off conference, and 
$100,000 each in future years for follow-up activities 

Regional Conferences on Key Polltical Process Issues 

IFES has submitted a proposal to Global Bureau to address Issues that are key to 
democratization in the region, issues that judges deal with frequently, but not always 
satisfactonly These issues are defamation of public officials, pol~tical party rights and 
determination of election disputes IFES has a cooperative agreement with the G Bureau 
G will not fund the act~vity with core CA funds, but would allow ENYDG to fund the 
activ~ty w~th  E M  hnds through their mechanism 

The IFES proposal has two phases the first would involve a conference to bnng together 
judges fiom the reglon, focusing on judges from the regions (not the Supreme Courts or 
Constitutional Courts) who have been respons~ble for the types of cases targeted by this 
act~vlty They would be brought together with their colleagues from courts outside of the 
reglon, law professors and other legal experts Part~cipants would likely be mvited from 
Ukraine, Russia, Hungary, Bulgaria, Romania, Albama, Montenegro, Macedonia, 
Slovakia, Georga and Armenla, and also from Germany, Spam, France and the U S 
The second phase would involve the compilation, translation, publication and 
dissemmation of rights-protectwe judges from the participating courts 

Staff at the Open Society Institute in Budapest have expressed interest in co-sponsoring 

the project The Law School of the Central European University, hnded by OSI, hosted 
a consultation of constitutional court judges in early 1998, and would like to be involved 
in a follow-up program The CEU has attractive conference facilit~es and Budapest is 
conveniently located The CEU/OSI mlght, for instance, cover the costs of hosting the 
conference, and also assist with translations and distributions of publications 
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RESULTS REVIEW AND RESOURCE REQUEST 

Local Government In EN1 Trans~t~on Countr~es 
Reglonal Networlung 

Bureau Strateg~c Ob~ect~ve and Sumort~ng Stratem Ob~ective 

This regional activity supports the EN1 Bureau's Strategic Objective 2 3 More effectwe, 
responswe and accountable local government and is managed by the Program 
Objective Team (POT) in Washington with collaboration from field missions and in 
support of their programs The Supporting Strategic Objective is the creation of a 
regional network which provides experience-based information for local government 
oficials, municipal association members and relevant national oficials who seek to solve 
municipal problems, improve the performance of local government and make it more 
responsive to citizen needs The activity was approved for fundmg in the 1998-1999 R4 
cycle wlth a termination date of April 2002 

Proiect Background and Descr~pt~on 

USAID has been providing techmcal assistance and training in democratic governance, 
public administration and urban development in the ENI Region since 1991 In the last 
several years, decentralization, local governance and community-focused programs have 
become increasingly important aspects of the Bureau's overall portfolio These program 
prionties are based on the recognition that informed cltizen participation and public 
sector accountability occur where government functions in immediate proximity to the 
people it serves Inclusive, transparent and well-managed local governments are crucial 
to the promotion of free markets and democratic institutions 

USAID's local governance programs have generally been organized according to a 
framework based on the five "Attributes of a Successful Local Government System" 
which are legal sustamabillty, democratic process, financial resources, municipal 
services and assets, and institutional support systems This framework represents the 
graduation criteria for USAID missions having local government strategic objectives 
The regional program supports field mission efforts in local government, provldmg 
opportunities for local oficials and other community actors to learn through the exchange 
of knowledge and experiences across borders 

Prorect Purpose 

Regional cooperation serves as an important building block for the development of 
democratic processes and private markets in transition countries Our strategy seeks to 
provide a foundation from which local governments can become more open, participatory 



and better equrpped to serve the needs of their citizens The strategy emphasizes tles wlth 
other transition countnes and with Western partners, whrch can provrde sustainablllty 
after USAID assrstance ends Local government reglonal activrtles fosters networkmg 
among ENI countnes to encourage the exchange of ideas and experiences among those 
institutions and individuals who are commrtted to improving the performance and - 
accessrbility of local government 

Our future regional efforts wrll promote community development and partnerships to 
mobilize local resources, address the social welfare of citizens In the context of local 
government, foster robust local economies and contrnue to support the polrtrcal consensus 
for reform We will work more closely wrth our colleagues on small and medium 
enterpnse development, labor issues and delivery of social services as they relate to local 
government This cross-sector non governmental organizatrons approach will promote 
grassroots democracy, local employment generation, improved municipal utility and 
service delivery, fiscal federalism, and strengthening of the institutions that support local 
government 

When hostrlrties in the Balkans cease, the regional program will focus on the needs of the 
"frontlrne" states Assistance will focus on small-scale infrastructure, shelter, community 
burlding, municipal development, public administration, employment generatron, conflict 
mitigation and consensus building The POT 2 3 could support US assistance efforts in 
conflict areas and in the frontline states with additional resources 

Progress to Date 

LOGIN 

USAID is collaborating with the World Bank, the Council of Europe, the Open Society 
Institute and the Brltish Know-How Fund to develop the Local Government 
Information Network (LOGIN) LOGIN serves as a clearinghouse for lnformatron 
related to local governmEnt and community development and supports the profess~onal 
development of local officials through the exchange of ideas and experiences To date, 
the sponsors have 1) formed a LOGIN steerrng committee, 2) agreed on a program 
concept and implementatron plan, 3) begun work w t h  institutions that w11 serve as 
LOGIN country anchors, 4) created a desrgn for the electronic component of LOGIN, 
and 5) hired a project coordinator The USAID local Government Website, whlch serves 
as a repository for USAID-fimded reports, analysrs and tralning matenals has contlnued 
to expand in scope and content and serves as an important resource for LOGIN 

Our regional program sponsors workshops, seminars and conferences, often rn 
collaboratron with other donor partners-as an integral part of LOGIN In November 
1998, USAID, the World Bank, the Councll of Europe and the Open Society Institute 
sponsored the first LOGIN event, a major conference on "Mob~l~zing Community 
Resources for Local Econom~c Development," whrch took place in Bucharest, 
Romania Some 250 government officrals, community leaders and business people from 
20 EM countries attended the conference In plenary and concurrent sessions 



participants explored major themes in local economic development including accessing 
capital for business development, creating an enabling environment for small and 
medium enterprises, public-private partnerships and regional cooperation for economic 
development A; the request of the Moscow mission, the POT supported a conference on 
Local Economic Development to prepare the Russian delegation for the Bucharest - 
Conference 

Reglonal Networlung 

The POT continues to promote networhng among local and national officials, private 
sector and community leaders, and urban professionals across the region In June, 1998, it 
sponsored a two day regional Munmpal Fmance and Budget Tralnlng Workshop to 
evaluate the quality and effectiveness of the finance and budget training provided to local 
government officials The workshop concentrated on issues such as curncula, training 
delivery and ~nstitutional capacity In conjunction with the workshop, USAID took 
inventory of the tralning matenals in municipal finance des~gned for the ENI region 
Lessons learned and specific recommendations were published and are available on our 
Website 

USAID is also worhng with the World Bank to plan a sub-regional Workshop on 
Water Utllltles for the Central Asian Republics The two day workshop, whlch IS to take 
place in late July, will focus on conducting financial "self assessments", attracting private 
capital and international donor loans, and the evolution of the Water Management 
Agencies ("Vodokanals") into self-sustaining organizations 

As a part of our stocktalung efforts, a two-day workshop on c 6 M a x ~ m ~ z ~ n g  Program 
Impact and Susta~nab~hty" took place in late April By distilling program experience to 
date, the workshop set out to develop practical tools to aid in the design, implementation 
and monitonng of fbture local government programs in the region The focus areas of the 
workshop were institutional sustainability, information dissemination and impact 

Regional networhng is also tahng place under the USAD hnded Cooperative 
Agreement with the Eastern European Real Property Foundat~on (EERPF) As the 
end of the program approaches, EERPF has shifted its focus from helping in-country and 
national entities, to supporting the development of regional associations EERPF is worlung 
closely w t h  the Central European Real Estate Association Network (CEREAN) and the 
Central and Eastern European Valuers Association Network (CEEVAN) to strengthen their 
business planning, member services and regional networhng capabilities The POT is 
currently analyzing the methodologies used in this program in order to apply the lessons 
learned from this effort towards h r e  programs 

Lessons Learned from Northern Tier Countries 

We are worlung with the Reg~onal Urban Development Office (RUDO) to distill lessons 
learned from the Northern Tier in municipal finance and management and in housing 
finance Northern Tier country representatives will meet at a Mun~crpal Flnance 



Conference in June to discuss issues that lie ahead as they prepare for further fiscal 
decentrahzation and entry mto the EU The conference will cons~der the interconnected 
issues of credit market development, stability in sub-national financing, grants reform, 
munic~pal management, and the role of intermediate tiers of government RUDO is also 
preparing for a September Housmg Fmance Workshop The workshop w11 review the 
progress, particularly of the northern tier countries, and examine common problems, 
solutions, next steps and opportunit~es for regional collaboration Participants from other 
EM countries will be inv~ted to both the conferences to exchange information and 
experiences on the lessons learned in the Northern T ~ e r  

Local Government Support Inst~tutions 

In July 1998, we held a sub-reg~onal workshop for officers, staff and members of 
Mun~c~pal Assoc~at~ons In the Southern T ~ e r  Countr~es The workshop focused on 
techniques and requirements of effective lobbying, development of a legislative agenda, 
identification of common concerns, and member servlces 

The POT continues to serve on the World Bank chaired "Fiscal Decentrahzat~on 
Initiatwe" (FDI) steering committee FDI is a multi-donor regional effort to assist 
transitional economies in carrying out intergovernmental reform FDI focuses on 
capacity building, institutional strengthening and training, fiscal decentralization and 
improvmg fiscal management It uses grant funds to support research and activities 
carried out by indigenous institutions and experts who identify key issues and solutions 
In the last year, FDI has held 2 regional conferences, 2 national forums and 8 country 
training workshops, and has funded 14 studies and research projects Our participation 
allows us to broadly influence the full program and to assure close coordination among 
the major donors 

Results Review 

The result that we seek to achieve through our regional program is a "regional network of 
local governmental officials, municipal associat~on members, relevant national officials 
and others providing greater access to experience based information for solving 
municipal problems and improv[~ng] their responsiveness to cltizens needs" 

The ind~cator selected as appropriate to this result was that "local governments change 
policies and introduce innovations as a direct result of information gained through 
regional networking" A 1999 target was set of at least 10% of those responding to a 
survey mdicating that policies had changed or innovations had been introduced as a result 
of what they had learned by participating in a regional activity 

The International CityICounty Management Association (ICMA) was commissioned to 
undertake a survey in Februaryhlarch 1999 and to follow up in the autumn At our 



Instruction, in this first survey, ICMA considered I)  the Munlclpal Finance & Budgeting 
Training Workshop (6/98), 2) the Local Government Innovative Practices Handbook 
Addendum (1 1/98), and 3) the Bucharest Local Economic Development Conference 
(1 1/98), togetheiw~th the Moscow Local Economic Development Workshop (1 01%) 

Because it was the earliest undertakmg, the Mun~cipal Fmance & Budgetmg ~ r a ~ h g  
(MFBT) Workshop provided the best information on impact Almost half of the 
participants responded to the survey, Indicating that the workshop was very successful in 
ralsing awareness of the munmpal finance traxmng, the cumcula and materials that have 
been developed Nearly half of the survey respondents made changes to their curricula as 
a result of the workshop and fifty percent also expanded their traning efforts Nearly 90 
percent of respondents found the networhng opportunities useful More than 70 percent 
learned sk~lls that would help sustain their institutions, and 35 percent conducted market 
studies after the workshop to determine market demand for new course offer~ngs 

The MFBT Brochure published after the workshop was w~dely distributed and the 
survey respondents who did not attend the workshop almost unanimously endorsed the 
publication Nearly all found information In the brochure useful and applicable to their 
training efforts, and shared the document w ~ t h  co-workers, colleagues and other 
institutions More than 80 percent of the respondents used materlal fiom the publication 
in their work We continue to receive a substant~al flow of requests for this brochure 

The conference on ccMobil~zmg Community Resources for Local Economic 
Development" drew high pralse from nearly all of the respondents Almost 90% &rmed 
that this cross-border conference provlded mformation that is relevant to the performance 
of the~r jobs Eighty-five percent of respondents found the case study examples from 
other countnes valuable and said they made useful contacts The Innovatwe Practices 
Addendum was distributed at the conference and subsequently, to others through a w d e  
variety of channels Three quarters of those who responded shared the guide with others, 
one-third sald that they Intend to apply speclfic innovative practices from the guide In 
their communities and twenty percent utilized the contact information in the guide to 
obtam more facts about the case study examples This document, as well as an excellent 
serles of theme papers prepared in advance of the conference by the US Council on 
Urban Economic Development, are avadable on our Website 
[www info usald gov/regions/en~/local~ov] 

Representatives of municipalities, small businesses, non-governmental organlzat~ons, and 
local government experts who attended the "Moscow Meeting on Local Economic 
Development" In preparation for the Bucharest event, detemned that the time had come 
to set new objectives in the development of local government institutions As a result of 
the meeting, the group Identified nine priority tasks and funct~ons of municipal 
government After the Bucharest Conference, at the urging of the Russian participants, 
USAID/Moscow sponsored the preparation of a 250 plus page manual entitled 
"Understanding Local Economic Development in Russia's Regions A Handbook for 
Professionals" The manual provides a comprehensive analys~s of the role that local 
economic development initiatives play In improving urban and reg~onal economies It 



lncludes discussions on sustainable economic development at the local level, best 
practices from the U S and CEE regions, and relevant experience and practices fiom the 
NIS Conference participants organized a Follow-up Workshop In Macedonla to 
d~scuss what they had learned from colleagues in other countries faced with development 
issues and problems similar to their own 

The EERPF Program has helped to create viable and sustainable natlonal and sub- 
national real estate and appraisal associations The Foundation has recently shifted its 
focus to support the regional real estate and appraisal networks, thereby assuring 
continued growth and collaboration in the real estate professions long after US assistance 
is concluded During the year, EERPF concentrated its efforts on improving the 
management and outreach capabilities of the two networks W~th  EERPF's help, the two 
regional associations are now able to provide limited managerial and technical assistance 
to member organizations and to ass~st fledgling associations which have not previously 
participated in EERPF programs Strong ties now exist between ENI real estate related 
associations and the US National Association of Realtors, which will help to assure the 
exchange of information, ideas and, most importantly, commerce in the future No hrther 
regional funding is requested, however, two Mmions will add bilateral resources to the 
Cooperative Agreement and the program will continue through FY 2000 

Based on the surveys carried out in Phase 1 of our Performance Monitoring Plan we are 
confident that the key assumptions of our regional program are correct Local 
government officials and their community partners in the ENI region can and do benefit 
fiom opportunities to network and exchange information with each other Local officials 
and professionals, consultants and NGOs worlung in the local government arena are very 
interested in learning about the experiences, problem-solving approaches and techniques 
of their counterparts in the region to improve local governance and democracy A high 
percentage of survey respondents found the conferences, meetings and materials that 
have been produced under the regional program usehl, relevant and applicable to the 
challenges they face Evidence to-date in the local government field suggests that the 
Bureau's decis~on to put more resources into regional programs is a good investment and 
may be the most cost-effective approach to moving the reform process forward Regional 
activities have the added benefit of helpmg missions advance their programs and 
countries towards eventual graduation 

Pros~ects for Further Progress and Resource Request 

LOGIN 

In the coming years, the Local Government Information Network (LOGIN) will 
prov~de the framework and context for most of our regional activities It w11 also serve as 
a mechanism to permit local governments and their supporting institutions to remain 
involved in the reg~onal reform process, even after their countries "graduate" from 
USAID assistance Together with our partners, the World Bank (EDI), the Council of 
Europe, the Open Society Institute (Soros Foundation), and now the British Know-How 
Fund, we belleve that when this system is hlly developed, ~t will be an invaluable 



resource for municipalities and other interested parties throughout the regon As our 
principal legacy mechanism, LOGIN has begun to facilitate dialogue and interaction with 
close-out countnes and promote ties between local government counterparts in Western 
Europe and the united States Over the next year, we will continue to "grow" the system 
in the CEE, expand it into the NIS, deal with various technical and management issues, 
continue to develop internet capacity, provide group and individual training for lead 
country institutions (anchors) and sponsor seminars on issues of critical importance to 
local governments and institutions USAID will provide the technical assistance to the 
Regional Coordinator to build the internet component of LOGIN (along the lines of local 
government networks here in the United States) and facilitate the entry of country 
anchors into the system 

To capitalize on the interest generated by this year's regional conference on local 
economic development and maximize its impact, we will carry out sub-regional training 
workshops In Shlls-Bu~ldmg for Local Econom~c Development These workshops, 
which will be open to appropnate donor participants as well as counterparts, w11 teach 
the basic principles of local economic development, strategies, financing, partnenng, etc , 
and will take into account special circumstances that may apply in the countnes of the 
sub-region 

In the coming fiscal year, we will explore the possibility of developing a local economic 
development effort based on a pilot program that is underway in Poland Under this 
approach US community development corporations and commun~ty development 
financial institutions (CDCKDFI) would be partnered with indigenous EN1 organizations 
to introduce new concepts of Community Based Econom~c Development and to carry 
out a limited number of local job creation/economic opportunity programs as 
demonstrations The community based economic development approach is rapidly 
becoming a worldwide phenomenon and we believe that the concept could readily be 
applied to EN1 circumstances -- - 

As a continuation of this year's work to prepare guidelines assessing the effectiveness of 
organizations providing communal services, (1) we will carry out sectoral studies, 
specifically In support of the Mun~c~pal Utilit~es Worlung Group These studles will 
examine water and district heating services and will focus on regulatory frameworks, 
social impact, rate setting, cost recovery and targeted subsidies (2) Using the research 
and guidelines as a base, we will organize a second Workshop on Utll~ty and Servlce 
Dehvery, which will consider the social aspects of municipal utility management and 
finance (cost recovery, rate settlng, targeted subsidies, etc ) 

Local Government Support Institutions 

In cont~nuing work at the regional level with Mun~c~pal Assoc~at~ons, dunng the commg 
fiscal year we intend to conduct a workshop or seminar focused on the role of municipal 



assoc~atlons In preparing for EU accession and the impact of EU accession on local 
governments (I e mun~cipal infrastructure standards) 

The 1998 Municipal Finance and Budgeting Tralning Workshop underlined the need for 
Tralning More Trainers in Munic~pal Finance Indigenous institutions need to 
develop their capacities so that they can take over training responsibilities from the 
donors In this important techn~cal area We will support existing institutions in the region 
in taking the lead to further develop such trainmg, utilizing and disseminating the 
excellent municipal finance and budget training materials that were developed and tested 
in Slovakia These materials are being requested throughout the regron 

We w ~ l l  also explore the possibility of Fostermg Institutional Partnerships among ENI 
organizations (assoc~at~ons, universrtres, think tanks, etc ) that support local government 
and organizations having similar objectives in the United States Such partnerships might 
carry out applied research on topics identified as high priorities by local governments A 
partnering program can encourage the use of "think- tank" and unrversity research to 
solve local techn~cal and public administration problems We are currently revlewing an 
unsolicited proposal from the Nat~onal Associat~on of Schools of Public Affairs and 
Administration (NASPAA) which proposes to carry out applied research in collaboration 
with a CEE Public Administration Institution (the Network of Institutes and Schools of 
Public Administration in Central and Eastern Europe, NISPA) Thls program would 
partner US and counterpart experts and work with local o f i c~a l s  on priority policy issues 

We will continue to emphasize fiscal federalism and mun~cipal finance We strongly 
recommend that USAZD maintain ~ t s  seat on the World Bank-chaired steermg committee 
of the Fiscal Decentrallzatlon In~tlat~ve (FDI) This forum provides an excellent 
opportunity to influence pol~cy-making related to several of our program priorities in 
ways that we could not do on a btlateral bas~s  FDI received no finding last year and we 
therefore propose that suffic~ent h n d s  be provided in FY 2000 to return the program to 
earlier year fimding levels FDI is an important mechanism to facilitate contact with 
graduate countries With additional fundtng, we wrll urge that FDI be extended to the NIS 
countries 

We also need to maintaln our support to a regional effort that we helped to launch to 
develop a system to generate, collect and publrsh data, which would permit traclung of 
Flscal Decentralization Informat~on on a comparatlve basis This project is receiving 
support from the Open Society Inst~tute, FDI directly and the Danish Government 

Selected Results/Ind~cators 

The methodology that was used to ascertain the results of our efforts over the last year 
was to survey partrcipants in conferences and workshops and recipients of matenals 
produced under the POT'S regional program While much was learned In the process tn 



many instances our efforts to obtain information were premature, occumng too soon after 
the event for impact to be hlly gauged Nonetheless, the results that were obtamed 
provided a very posltlve picture, underlining the value and effectlvenes's of a regional 
program that encourages the poolrng of exper~ences, knowledge and skills building at the 
local level by exposing people to new Ideas and methodologies We believe that seeking 
dlrect feedback from our clientele at intervals IS a good way to discern the Impact of our 
programs Arrangements have already been made for a second survey in the fall and we 
intend to continue the process, maklng it more comprehensive and sophisticated as we go 
along 

Our objective remalns the same, but the Indicator has changed to focus on impact "Local 
Governments change policles and introduce innovations as a direct result of information 
gained through regional networlung" Target 200012001 - 20% of respondents to follow 
up surveys indlcate that pollcies have been changed or mnovations introduced as a dlrect 
result of their participation in USAID sponsored reglonal networkmg programs 

Local Government Reg~onal Budget 

CEE 

Local Government Informat~on Network $100,000 

Reg~onal Networking $205,000 

Local Government Support Inst~tut~ons $ 95,OOQ 

F~scal Decentral~zat~on I n ~ t ~ a t ~ v e  $350,000 

TOTAL $750,000 

N-IS TOTAL 

$50,000 $150,000 

$130,000 $335,000 

$90,000 $185,000 

$50,000 $400,000 



RESOURCE REQUEST FISCAL YEAR 2000 AND 2001 

LOCAL GOVERNMENT REGIONAL NETWORKING 

POT 2 3 

PROGRAM COSTS 

NEWLY INDEPENDENT STATES 
110-0008 Urban Development 

Louln 
Fundm Obl~gataons 1 CO CO FY 99 NOA I E s t  Request 

I I I I 1 I 50,000 1 50.000 
Networking 19 9 8 200,000 132,500 130,000 130,000 

Local Government Support 1998 0 90,000 90,000 

Sub Totals 132,500 270,000 270,000 
110-0007 Publlc Admlnlstratlon 

I 

FD/World Bank 1 19981 I I I 0 I 50,000 I 50,000 ) 

CENTRAL AND 

180-0034 

NIS TOTALS 132,500 320,000 320,000 

EASTERN EUROPE 
Urban Development 
Logln 
Networklng 
Local Government Support 

EERPF 

Sub Tota 
Publlc Admlnls 

Networklng JHU 

FD/World Bank 

tratl 

Sub 

CEE 

on 

Totals 

TOTALS 

~undln Obllaat~ons 1 CO CO F Y 9 9 N O A I  Est Reques t 

TOTAL PROGRAM (NIS AND CEE) FOR POT 2 3 0 190,000 432,500 1,070,000 1,070,000 



STRATEGIC OBJECTIVE 3 1 -- REDUCED HUMAN SUFFERING AND CRISIS IMPACT 

New program dlrectlon to respond to Kosovo Emergency wrth ablllty to address 
needs In multlple countrles 

PROGRAM DESCRIPTION 

B a c k g r o u n d  
As a result of the current polltlcal and rmlltary crlsls, lncludlnq the 
disastrous Yugoslav and ~ e r b  offensive wlthln ~osovo, the e~er-~rowlng numbers 
of Kosovar refugees belng expelled by government securlty forces, and the 
resulting NATO bomblng campaign, USAID prlorrtles have been evolvlng rapldly 
Flrst and foremost, humanltarlan response must play an lncreaslngly 
slgnlflcant role In our plans and programs The ongolng efforts of U S PVOs 
and lnternatlonal organlzatrons ln addressing the humanltarlan dlsaster must 
not only be continuously supported but must change and adjust wlth reallty of 
the continued need for substantlal asslstance ln the future 

Thus, the provlslon of humanltarlan asslstance -- baslc health care, 
psychosoclal asslstance, and other soclal asslstance -- remalns ENIts top 
prlorlty, absent a negotiated end to the confl~ct EN1 would look to expand 
future resettlement actlvltles to lnclude a broad array of pro]ect/sklll areas 
wlth a perspective towards recovering of communlty llvellhoods Where 
feasible, USAID wlll also glve prlorlty to humanltarlan rellef approaches 
whlch moblllze communltles (1 e villages, camps, settlements, publlc 
bulldlngs) These efforts wlll help communltles work towards a more secure 
and healthy llvlng environment, and support communlty efforts to ]om together 
on prlorlty needs and lssues 

P r o g r a m  D e s c r x p t x o n  
The Kosovo Humanltarlan and Soclal Asslstance Prooram (KSHAP) bullds on the 
ENI1s experience In the reglon over the last f1vedyears ~ h &  Trauma and 
Humanltarlan Asslstance Program supporting Croatla, Bosnla and Macedonla 
addressed some of the lrnmedlate humanltarlan asslstance needs whlle laylng 
the foundation to transltlon to more tradltronal programs Many of the 
actlvltles were supported under other Sos KSHAP wlll provlde trauma and 
recovery asslstance fcz local conununltles whlch have been affected by the 
devastating confllct In the Provlnce of Kosovo The rnltlal focus would be on 
refugee and dxsplaced populations In Montenegro, the Former Yugoslav Republlc 
of Macedonla, Albanla, and other front llne countrles Asslstance may also be 
provlded to affected local conununltles defmed as those llvlng wlth large 
concentratlons of refugees and/or where lnter-ethnlc tenslons may be 
lncreaslng Although the lnltlal focus 1s on these countrles, lt may later be 
posslble to provlde hurnanltarlan and soclal asslstance to Serbla 

New program dlrectlons are beglnnlng to emerge whlch lncorporate the concepts 
of beneflt targeting, sustalnablllty, self-help, communlty development and 
empowerment Toward that end, the program 1s deslgned to brldge the gap 
between emergency rellef and more long-term development asslstance It 1s a 
modest effort glven the enormous needs ln the reglon 

Thls program 1s funded under USAID Strategic Objective 3 1- Reduced Human 
Suffering and Crlsls Impact The KHSAP wlll provlde a mechanism meant to serve 
prlmarlly as a management unlt for moblllzlng PVO/NGO actlvlty, competing and 
awardlng sub-grants, and managlng sub-grant actlvltles To have any 
slgnlflcant effect, the U S NGO should expect to coordinate ~ t s  efforts wlth 
asslstance provlded by the Governments, other bilateral donors, and prlvate 
donors Reglonal support 1s requested because of the very strong need for 
flexlblllty, to shlft focus of programs (1) geographically as people move 



based on the polltlcal lnltlatlves, and (2) programmatically, dependent on the 
ever evolvlng lssues and ldentlfled needs Reglonal funds wlll allow for 
qulck response to emerglng prlorltles 

Program Oblectlve 
Through the Kosovo Humanltarlan and Soclal Assistance Program, USAID seeks to 
respond, In a tlmely and cost-effective way, to the most cruclal and eyolvlng 
needs of refugees, internally displaced persons and other vulnerable groups In 
Balkan reglon around Kosovo It wlll provlde a mechanism to respond to 
ldentlfled humanltarlan and soma1 needs qulckly and tlmely wlthout 
slgnlflcant lncrease In management burden 

Speclflcally, USAID belleves that the contlnulng needs of vulnerable people In 
Kosovo lustlfy slgnlflcant programng Hence, sub-grants under thls 
management unlt wlll support programs ln health, lncludlng maternal chlld 
health, psychosoclal asslstance, reproductive health servlces and other 
women's Issues, operational support, and lncome generation It wlll address 
the gaps In the dellvery of emergency humanltarlan asslstance whlle mnlmzlng 
the potentlal for overlapping wlth other USAID-funded programs 

Whlle the KHSAP wlll fund humanltarlan and soclal asslstance programs, donors 
are now looklng for ways by whlch the IDPs and others can become partially or 
totally self-sufflclent Thls program not only seeks to meet ~ t s  hurnanltarlan 
oblectlves, but also looks to empower target populatlons, local communltles, 
and local non-governmental organlzatlons to assume greater control over thelr 
own futures 

Underlying the KHSAP are two assumptions 

1 Kosovo and the target populations are llvlng through a tlme of dramatlc 
change and transltlon 

2 The reclplent organlzatlon needs to be capable, posltloned and prepared 
to track these changes, to adjust lts umbrella actlvltles, and to help the 
sub-grantees adjust thelr servlce actlvltles (elther through exlstlng 
workplans or geographic locale), so as to respond effectively and 
expedltlously to these and other unforeseen changes 

Contzngency Preparedness 
No CEE country budgets contaln resources for responding to unforeseen 
emergency/humanltarlan needs To hedge agalnst unforeseen needs that m g h t  
dlsrupt other SO programng, a prudent plan for resources should cover a 
mnlmum US contrlbutlon to a crlsls Reglonal funds would be the appropriate 
resource to compensate for these large reductions In order to support response 
to new crlses 

Countrzes and Duratlon 
The Southern Tler Countries of CEE, especrally the Balkan countries 

Results 
Strategic and tlmely lnterventlons to facllltate recovery from a humanltarlan 
CKlSlS 

C Resource Request 

Balkan HSAP 
ADMIN 

CEE 
NI S 
CEE 



FY 2001 EN1 Reglonal R4 

Strategic Objective 3 1 

Budget Request 

Balkan HSAP 

Total CEE 
Total NIS 

Total Request 

CEE 0 

CEE 330 
NIS 346 



EN1 STRATEGIC OBJECTIVE 3.2 

Improved sustainability of health 

and other social benefits and services 



POT 3 2 Input for Reg~onal R4 
"Improved sustaznablllty of health and other soclal benejits and services" 

Background Note A) All NIS health activities encompassed in this presentation are funded 
under Project 110-0004, NIS Health Care Improvement Project -.GEE health activities are 
funded under multiple projects, namely 180-0037, Health Partnerships, 180-0038, Health 
Markets, and 180-0249 Project Support In addition, CEE humanitarian assistance, 180-0016 
also contributes to selected 3 2 activities 

B) CEE social sector activities have been funded under 180-0033, Labor Market Transition 
through a 632b with the Department of Labor NIS travel of the PSC who manages these 
activities has been funded out of Project 110-0001, Spec~al Initiatives 

Until FY 1998 the EN1 strategic framework did not include an explicit health objective At the 
urging of the former DGSRIHRHA Strategic Assistance Area (SSA) I11 was changed to read 
"Reform health and human servzces essential to successfully functzonlng demcratlc mstrtutions 
and free market economies " In addition, Strategic Objective (SO) 3 2 was reworded to 
"Improved sustarnablhry of health and soczal benejits and servzces " These changes make 
health an explicit part of social sector issues Health activities are being implemented in 22 
EN1 countries 

The social sector transformation, delayed in many countries, has now come to the forefront of 
the reform agenda At the request of the AAtENI, a Soclal Transition Working Group 
(STWG) is developing a new social sector strategy and the EN1 office structure has been 
revised to reflect the growing emphasis on social issues For the purposes of this exercise, SO 
3 2 regional program will continue to include health and other social issues together Once the 
STWG has completed its work, SO configuration may be revisited At that time we would 
plan to incorporate criteria for deciding when USAID had indeed achieved its mended goal of 
"Social Sector Stabilization" under SSA I11 At this time, however, graduation discussions are 
inappropriate in the face of congressional directives and the new strategy development 
exercise 

A) PROGRAM DESCRIPTION - HEALTH 

Perceived Problem 

Despite clear differences, the health sectors of many countnes in the E M  region share a common 
hentage, common problems and common challenges in revamping their health sectors In 
addition, a number of health issues which ENI countnes face, like emerging and re-emerging 
infectious diseases, know no borders 

Although there are impressive successes withn individual USAID-funded health programs and 
pilot projects in individual E N  countnes, this "body of knowledge" (approaches, experiences, 
successes and lessons learned) is not being widely and effect~vely collected, analyzed or 
disseminated for use, either by USAID Mssions or health officials in other ENI countnes 
T h s  problem has been aggravated by the decentralization of authority within ENI, and by the fact 
that few early programs consciously planned for effective evaluation, dissemmation and 



replication Unless thls "body of knowledge" is tapped, neither USAID nor leaders in the region 
mll be able to fully capitalize on USAID'S investment in the health sector 

Program Objectives 

Specific to SO 3 2 ENIYs regionally fbnded health activities will seek to make USAIDys 
investments in the health sectors of the region more cost-effective and endunng The regional 
activities will enhance and secure the positive results of the b~lateral programs, dissemnate those 
results, fill gaps not presently addressed through country-specific programs, test interventions that 
require cross-border collaboration to be successful, and maintain partnershp relationshps that 
promote sustamability beyond closure of USAID rmsslons Ths objective assumes two thlngs 
Firstly, economies of scale and synergy will be derived fi-om multiple ENI countnes shanng 
common activities and agenda Secondly, decisions and programs that incorporate relevant past 
expenence are, in fact, better decisions Through these activities, E N  will capitalize on the range 
of expenences throughout the reglon E N  expects that the viability of programs or approaches, 
whch have worked in one E N  country, will be dissemnated to and w~ll be demonstrated and/or 
enhanced in additional countnes 

Illustrative of the activities pursued under the regional program is the follomng 

Effective commumcations between and among, USAID field offices, USAID/Washmgton, and 
EN1 health entities (governmental and NGO) through regional conferences 

Development and dissemnation of mnovativef'best practicesyy a ides  

Plunmng cntical gaps that have broad im~lications for the welfare of the region but that 
cannot be undertaken on a country-specific basis, or that do not fit w t h n  country-specific 
pnonties Imtiatlves rmght include pilot programs such as dealing wth  cross-border 
transmission of HIV/ATDS or with the sanatoria structure in treatment of tuberculosis 

Cross-cuttmg ~mtiatives will build upon partnershp imtiatives in such areas as emergency 
medical services, facility accreditation, health management education, infection control, 
neonatal resuscitation, nursing, pnmary health care, quality assurance and women's health 

Support for replication and ~olicv reform, by whch health sector expenence w11 be "rolled 
out" fi-om one country or sub-region and replicated at institutions and orgamzations in other 
countnes of the ENI Such support could include development and dissemnation of baseline 
data and "roll out"/replication strategies or policy workshops 

RESULTS REVIEW OF FYI998 ACTMTIES Table 1 sumrnanzes SO 3 2 health results 

3 2 1 IR Identify regional priorities and opportumties for synergy 
Target One regionally significant strategy or irutiative developed in the NIS and one in CEE 
Result Progress exceeded expectations Two Interagency Agreements (IAA) with the 
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Department of Health and Human Services (DHHS) were developed to provide access to 
specialized technical expertise The IAA's wdl also provide the means to develop a Tuberculosis 
Advisory Group for the region EN1 also prov~ded support to launch a WHO/EURO Task Force 
on Sexually Transmitted Diseases (STD), two regional initiatives - infection control and violence 
against women, and dissemination of information on reproductive and women's health 

Two 632(b) XAA's with DHHS are fbnded under projects 1 10-0004, 180-0016 and 180-0038 in 
support of SO 3 2 and SO 3 1 Initial actwities will focus on tuberculosis (TB) whlch is among 
the most serious infectlous disease problems in the region 

There are multiple donors and NGOs working on TB programs in the EN1 region, necessitating 
coordination among the various groups In Kosovo, USAID'S humamtanan assistance is 
collaborating with an NGO tuberculosis treatment program hnded by the Swedes WHO recently 
formed the MDR-TB' Advisory Group, Soros Foundat~on has an advisory group for its TB 
project in Russia Missions with active TB programs such as Kazakhstan and Russia are 
developing the~r own specific activities and priorities They are working directly with the World 
Bank and other donors to coordinate efforts and have found that the WHO TB treatment 
program, DOTS (directly observed therapy, short course), is a complex and difficult program to 
implement effectively in the region We will not duplicate other coordination efforts, however, 
the ENI Bureau needs a region-wide group of experts that can advise us on gaps in program 
approaches, sound implementation measures and needs for applied research Activities under 
these IAAs will help address impediments to successfL1 DOTS implementation before rolling out 
to other countries 

Another component of the IAA with DHHS provides technical assistance, management and 
logistical support in CEE Using DHHS experts, ENI has created pilots of health care financing 
and service delivery reform, budt capaclty of national and local health care providers to use data 
for decision-making and health care management and disseminated successfbl U S and ENI 
approaches at regional and sub-regional conferences and train~ng For example, the IAA has 
supported the following cross-regional and crosscutting imtiatives dunng FY 1998 

Social service policy-makers, providers, advocates, family members and academcs fiom 
Albama, Czech Republic, Hungary, Romania and Slovakia attended the Internatronal 
Conference on Children wlth D~sabilities As a result, these CEE countries have accepted the 
international standards and resolutions issued by the conference and have developed 
professional relationships with their CEE colleagues and internationally 

Health care decision-makers from the Czech Republic, Hungary, Romama and Slovalua 
attended the Managed Care Summit and lectured on developmg managed care organizations 
in their respectwe countries In this way participants identified lessons learned about 
managed care delivery systems and them applicability for CEE countries 

' MDR-TB = multi-drug resistant tuberculos~s 
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The WHO/EURO STD Task Force (TF) for Eastern Europe and Central Asia is a coordinating 
body for sharing information, mobilizing regional traimng workshops and critiquing country- 
specific strategies The TF was established in February 1998 in response to the alamng nse in 
STDs and the increased potential of a substantial and immediate HIV epidemc in the ENI regon 

The ENI Bureau supports the STD Task Force collaboration with UNAIDS in Romma, the 
Russian Federation and Ukraine, among other countnes The imtial budget for the actlvlty is 
$100,000 under the NIS Health Improvement Project (1 00-0004) In the first year of operation, it 
held two biannual meetings, dissermnated a quarterly newsletter, vlsited the most affected areas of 
the Russian Federation, provided an STD traimng workshop in Georgia and created an inventory 
of all programs and act~vities fbnded by international agencles and donors in the region 

Reg~onal Infection Control Inltlatrve USAID has supported the Arnencan International Health 
Alliance (AIHA) to manage partnerships and to promote crosscutting multi-partnershp imtiatives 
AIHA regional activities supported imtiatives In Infection control and violence agarnst women 

AIHA sponsored several major educational and dissermnation activities as part of the new 
imtiat~ve on infectron control Over 500 partnership representatives from the U S and the NIS 
attended the 5~ Annual NIS Partnershps Conference The conference was co-sponsored by 
Centers for Disease Control and focussed on surveillance, prevention and abatement of infectious 
diseases, including hosp~tal-acquired infections, sexually-transmitted diseases, and antibiotic- 
resistant orgamsms NIS partners were trained m infection control surveillance techques at the 
CDC pnor to the conference The conference and the compamon "Common Health" journal 
broadened understanding among health care providers and policy-makers about necessary steps to 
curb the infection problem In addition, partners in Albama, Croatia and Slovalua developed 
infection control traimng programs and surveys instruments that were dissemnated through the 
CEE partnershp conferences 

The growng prevalence cf vlolence withn farmlies prompted the U S Congress to create an 
USG-wide "vlolence agamst women" ~ n l t ~ a t ~ v e ,  in whch USAID is actively engaged As part 
of t h s  mtiatrve, AIHA has taken the lead in raising awareness among its health partnersbps by 
incorporatmg domestic violence tra~mng/counsehng into the eleven Women's Wellness Centers m 
the NIS Additional domestic wolence awareness and counseling traimng was prowded to 
emergency medical workers and women's wellness center workers in Moldova and Ukraine 

Reproductwe Health Information Johns Hophns Umversity/Population Cornmumcations 
Semces in cooperation wth JHPIEGO is developing packets of matenals on reproductive/ 
women's health to be d~ssemrnated throughout the ENI region These matenals have been 
developed and tested both in the U S and in other countries In the region Ths is the first time 
that such educational matenals for professionals will be avalable in local languages 

In Ukraine, 15,000 copies of a package of materials will be pnnted, half in Russian and half in 
Ukra~man The Roman~an translation of The Essentials of Contraceptive Technology has been 
completed and 8,000 copies will be pnnted In Georgia, the Min~stry of Health will translate and 



pnnt Essent~als of Contraceptive Technologv as well as "cue cards" used by a wide vanety of 
health professionals including physicians, m~dwives and pharmacists to provide information to 
clients about methods of contraception In addition, wall charts will be produced so that easily 
readable information on reproductive health will be visible in health centers T h s  same project is 
planned for Armenia 

Prospects for future progress We are in discussion wth  DHHS to create an ENI regional TB 
worlung group which will include expertise from WHO, SOROS, and other entities We 
anticipate that the WHO/STD TF will continue implementing the work plan and focus on 
collaboration where USAID projects are ongoing Translation and w d e  dissemnation of 
materials on women's health e g on counseling and quality of services, will continue to augment 
reproductive health initiatives in individual missions Several dissemnation conferences building 
on successfid programs from E M  countries (in areas such as pharmaceutical management and risk 
adjustment) are planned for 1998-99 With the new NIS Health Partnershp Program in place and 
begimng implementation in FY 1999, we will expand on other regional policy imtiatives such as 
HIV/AIDS and cross-border activities 

IR 3 2 2 Transfer, from the U S and other EN1 countnes, of cost-effectwe, successful 
approaches, pol~c~es, and/or mternat~onal standards 
Target a) Two approaches, policies or standards adopted in CEE and one in NIS 
Result a) Progress exceeded expectations One vaccine procurement manual was developed for 
use throughout the region It includes numerous approaches, policies and standards that have 
been brought together and pertain to the various phases of vaccine procurement A manual for 
health insurers was developed for CEE Health partnerships excelled at technology transfers A 
comparative report of demographc and reproductive health surveys withn the ENI region will 
prowde key inputs for policy dialogue 

Target b) One NIS mission whose lessons learned are being disseminated though out the region 
Result b) Progress met expectations The development of the manual was based on the vaccine 
procurement experience in Armenia, Kyrgyzstan and Moldova and was of such appl~cability that 
the Africa Bureau has also fbnded testing of the manual in several African countnes 

The Vaccine Procurement Trainlng and Reference Manual is fimded through a grant to WHO It 
was developed in collaboration with an EU training manual, so both use the same terrmnology 
The purpose of the grant was to develop, harmomze, field test, print and distribute a standardized, 
international vaccine procurement trairung and reference manual Over the past year the manual 
has been field tested, harmoruzed to meet international procurement standards, rewewed and 
approved by key stakeholders in the vaccine procurement industry Currently, the manual is being 
translated into Russ~an and the English version is being printed for the ENI region The Afhca 
Bureau will use the English version and will produce a French version 

Through the CEE IAA with DHHS, EN1 developed and conducted an intensive training in risk 
management/adjustment for health insurers in the Czech Republ~c This training resulted in a 
" h s k  Adjustment Manual" which will be made available to EN1 counterparts region-wide 



AIHAYs Health Partnershlp Reg~onal Program has transferred numerous cost-effective, 
successfil approaches and policies from the U S and also between ENI countnes through 
conferences, Special Initiative Task Forces and dissemnation activities Some examples funded by 
ENI regional finds include the followng 

Pollcy Change Under regional imtiatives Russia has modemed its national guidelines for 
infection control and neonatal resuscitation, Kazakhstan and Ukraine have also rewsed 
infection control protocols, and hospitals in Croatia and Slovalua have updated their 
operational procedures to reduce anti-mcrobial resistance 

Adopt~on of Modern PractlcesRram~ng h e m a ,  Georgia, Kazakhstan, Kyrgyzstan and 
Russia created updated, practice-based curricula for nursing education and adopted a western- 
model of baccalaureate-level tramng for nurses 

The Chlcago-Bucharest Health Management Education Partnershp developed the "case- 
study" approach to health policy decision-malung Over 20 participants fiom Albama, the 
Czech Republic, Romama and Slovalua were trained in ths  methodology, enabling them to 
develop modern, problem-based teachmg materlals 

Health Management Education Partnershps in Albama, Czech Republic, Romama and 
Slovalua are worlung together to Improve their health management currrcula through a 
jomt "accreditation" process 

Note The Health Partnershlp Program was explicitly des~gned to promote synergy, the transfer of 
technology and the replication of lessons learned across the region Most health programs and 
most USAID mssions, however, still are giwng little attention to program evaluation and 
replication Ths is seriously constramng the regional program's ab~lity to share lessons learned 
across the regon 

Reglonal Summary of Demograph~c and Reproductwe Health Surveys A joint project of the 
Centers for Disease Control and Prevention (CDC), MACRO International and the Population 
Reference Bureau (PRB) is analyzing regional trends in demographic and reproductive health 
surveys conducted in seven ENI countnes (Czech Republic, Kazakhstan, Kyrgyzstan, Moldova, 
Romama, Russia, and Uzbelustan) Ths project wdl prepare, translate and dissemnate 
throughout the EN1 region the results of ths  report as well as other policy/ advocacy or 
educational matenals to improve the health of women In CEE and NIS countnes 

The surveys from these seven countnes are helping policy makers and program managers make 
better decisions to reduce abortions and improve women's health through increased availability 
and improved use of modern contraceptive methods Important reglonal uses of these data 
include identifjmg problem areas and measunng program impact 

The cornparatwe report will provide valuable information not avadable in the individual reports 
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for these countries Slnce the break-up of the Sowet Uruon, many of these countnes have 
d~verged economically, politically and socially The comparative report w11 exarmne simlanties 
and differences among countries several years after the political changes For instance, 
researchers and policy makers may be able to identify the characteristics that lead to ingreases in 
modem contraceptive use and reduced reliance on abortion as well as those charactenstics that 
change fertility control practices 

Prospects for progress We anticipate that WHO will distnbute the Vaccine Procurement 
Manual to all the countnes of the ENI We will continue to collaborate with WHO and other 
donors to provide the accompanying vaccine procurement training Under the new NIS Health 
Partnershp Program, we expect that CEE healthy communities will provide examples to be 
implemented in the NIS, stimulating community involvement and empowerment of the civlc 
society By the end of 1999, we will distribute the comparative, translated report of demographc 
and reproductive health surveys 

IR 3 2 3 Establishment of sustainable, reglonal health-or~ented organuat~ons and linkages 
to and withln the EN1 
Target a) One regionally supported and managed health care network in CEE and one in M S  

b) Two cross-border cooperative relationshps in CEE and two in NIS 
Result Progress largely met expectations Through conferences, Imt~attve Task Forces and 
dissermnation activities, AlHA partnerships have created numerous formal and informal linkages 
between NIS, CEE and US partners, some of whch have formed regional orgamzations 

0 Health Infomatlcs Inltlative Before the partnershp program, health care professionals in 
the NIS and CEE had operated In isolat~on from the modem research advances in medicine 
and management Through exchanges with U S partners and traimng in the use and benefits 
of ~nformat~on technology, NIS and CEE physicians first began to realize the need for modern 
climcal information and then began moderruzing medical practices AIHA, through USAID, 
made a significant Investment in information technology in all ENI partnershlps so that NIS 
physicians could access updated medical research from the World Wide Web, medical 
libraries, journals and such evidence-based medicine sources, such as the Cochrane Collection 
At partner hospitals, 5,400 health care providers can search these sources Currently, 
partnership information coordinators are responding to 900 requests and traimng 400 
colleagues every month Partners are also using Internet and videoconferencing technology to 
(1) conduct medical consultations on diEcult cases, (2) Tele-medicine and distance leamng 
and (3) enhancing partnership communication between exchange visits The information 
technology initiative has been essential for improving the sustainability of health care practice 
and for developmg professional linkages between ENI health care providers 

Health Management Education partners in the Czech Republic, Hungary, Romama, and 
Slovakia have formed an informal association to collect, monltor and dissermnate data and 
information about the impact of health reform on the health care dellvery system Partners 
will be linked by Internet to share data and discuss impacts on a regional basis 



Through AMA, CEE and NIS country level nursing associatlons partmpate in nursing task 
forces to strengthen the profession of nursmg and the profess~onal~sm of members They meet 
on a regular basis In the task force and in conferences 

Note AD34 has exceeded the targets set for establlshlng sustainable collaborat~on among CEE 
and NIS countries Agaln, outs~de the partnerships, however, program resources and mechmsms 
to pursue thls IR are very llmted 

TABLE 1 INTERMEDIATE RESULTS (IF&) FOR 
SO 3 2 REGIONAL RESULTS FRAMEWORK-HEALTH 

IR 1 INDICATORS 

3 2 2 - Transfer fiom the U S 
and other EN1 countries of cost- 
effectwe successful 
approaches pollcies andor 
mtemahonal standards (May 
be from above or from NIS 
country p1lot) 

3 2 1 - Identlfy regional 
pnonties and opporhmhes for 
sY='ergY 

- 
3 2 3 - Estabhshment of 
sustamable reglonal health- 
onented organizations and 
linkages to and w h  the ENI 

Number of reg~onally 
sign~ficant strateg~es or 
ln~t~atives developed 

a) Number of approaches 
policles or standards adopted 

b) Number of Mssions whose 
lessons learned are bemg 
dissemmated throughout reglon 

a) Number of regionally 
managed and supported (peer to 
peer) health care networks or 
associatlons that regularly share 
experience and support each 
other m health care reform 

b) Number of cross-border 
cooperatwe relahonshps 
established 

TARGETS 
(cumulatwe) 

CEE 
FY98 - 1 
FY99 - 2 
NIS 
FY98 - 1 
FY99 - 3 
FYOO - 4 

a) CEE 
FY98 - 2 
FY99 - 3 
FYOO - 4 
NIS 
FY98 - 1 
FY99 - 3 

FYOO - 4 
b) NIS 
FY98 - 1 
FY99 - 3 
FYOO - 4 

a) CEE 
FY98 - 1 
FY99 - 2 
FYOO - 3 
M S  
FY98 - 1 
FY99 - 3 

FYOO - 4 
b) CEE 
FY98 - 2 
FY99 - 4 
FYOO - 5 
NIS 
FY98 - 2 
FY99 - 5 
FYOO - 9 

ACTUAL 

CEE 
FY98 - 3 

NIS 
FY98 - 5 

a) CEE 
FY98 - 3 

NIS 

FY98 - 3 

b) CEE 
FY98 - 1 

NIS 

FY98 - 1 

a) CEE 
FY98 - 1 

NIS 

FY98 - 1 

b) CEE 
FY98 - 2 

NIS 

FY98 - 2 



B) PROGRAM DESCRIPTION-SOCIAL BENEFITS 

USAID'S social benefits and social assistance programs reside in a variety of Strategic Objectives 
in addttion to 3 2, e g 1 1 (social assets of the state-owned enterprises), 1 2 (fiscal plicies - 
pension), 1 4 (capital marketslpension), 2 1 (informed citizens - public education), 2 3 (local 
government), 3 1 (humamtarian assistance) and 4 2 (traimng, cross-cutting) Thus, they are 
neither hghly visible nor represent a coordinated strategy for meeting needs of targeted groups 

Social sector reform activities, especially in CEE countries, have been unplemented through 
the Department of Labor (DOL) No specific IRs or targets have been made explicit Key areas 
of concentration have been labor market reforms and employment adjustments These 
programs provided assistance to policy makers in Bulgaria, Hungary and Poland and were 
intended to counter growing unemployment in the region and to reduce the potential for 
worker unrest, which could disrupt movement toward market economic's and democratic 
political systems Assistance was provided in areas such as Rapid ResponseIRe-Employment, 
developing replicable economic development models for economic renewal and job creation, 
assisting in satisfying World Bank loan conditions, and developing skills in actuarial 
forecasting for pensioners and the disabled Census workers were trained to collect and to 
analyze data to determine the distribution of benefits 

The most recent IAA with DOL was signed September 30, 1998 and lncludes three 
components leveraging social reform with the World Bank, training m CEE provided by staff 
of the Bureau of Labor Statistics (BLS) and technical support to USAID in the area of pension 
reform DOL has just started unplementing the activities 

Results World Bank Leveraging, DOL has already initiated the following activities (1) A 
vocational education assessment in Macedonia which resulted in a recommendation to the 
GOM for the creation of a market-based, tripartite National training Board The previous 
government approved the recommendation but it is still under review by the present one (2) 
A net lmpact assessment of employment services reform in Bosnia, which is expected to result 
in a major World Bank loan in support of integrated labor market reform (3) An assessment 
of labor redeployment associated with coal sector reform in Bosnia, which will assist the GOB 
and the World Bank to finalize a multi-million dollar project design and will also be of interest 
to USAID and other partners in Macedonia, Poland, Romania and Ukraine (4) Presentations 
at the Bucharest Conference on Local Economic Development which shared experiences in 
four countries and identified lmpacts of leveragmg with other donors 

The BLS training continues to support monthly exchanges and trairung sessions To date, BLS 
has offered 26 tralning fellowships to be completed by November 19th, 1999 All are m the area 
of statistical training Participants are evenly dlstnbuted among Albarua, Bosma, Bulgaria, 
Croatia, Lithuania, Macedonia, Montenegro, Romania, Slovalua and perhaps Macedotua DOL 
has made expertise available, on an as needed basis, to ENI's Senior Pension Advisor to review 
and comment upon Misslon developed initiatives in the area of penslon reform To date, the 
actlvity level in this component has been low 



Prospects for Progress Progress will likely be affected by the unrest in the region Imtiatives 
under consideration-for the future include assessment of minority employment characteristics 
m the reglon, child labor trends and approaches to the sharing of lessons learned 

PROPOSED PROGRAM - SOCIAL SECTOR REFORM 

Dunng the R4 review last year, POT 3 2 presented a proposal for a new cross-border, 
dissemnation activity In light of the current reexamnation of social sector issues, that actlwty is 
remtroduced as a marker and as an example of the issues the STWG IS considering The 
construction of an adequate and cost-effective social safety net requlres balancing the prowsion of 
assistance with maintaining appropnate incentives to encourage employment A five-year regional 
program should focus on the social underpimngs of democratic and economc reforms that have 
already taken place in the reglon and what needs to be done to help ensure that populations 
continue mowng in the direction of transition 

SO 3 2 9 Adopt Polic~es and Strategies for Increased Sustainability across the EN1 Region 
To Increase knowledge about key aspects of social reform, major activities would be to provlde a 
mechamsm for discrete regional problem-solvmg imtiatives, to promote cross-border exchanges of 
information, to develop information networks that assure CEE and NIS can benefit from each 
other's reform expenences, and to dissemnate results from seven years of health and soclal reform 
programs through educational conferences on lessons learned about social sector transformat~on 
issues Such an endeavor could include an EN1 Center for Socd  Sector Performance 
Improvement in one of the regional institutions whch could 1) establish an index of social 
reform, 2) develop a data base and collection function to measure progress in social reform in 
relatlon to the indices, 3) provide educational programs about lessons learned fiom social reform, 
compmng and contrasting the impact of reform measures, and 4) dlssemnate information about 
social reform, includlng areas such as penslon reform, labor market and unemployment, soclal 
investment fund, targeted subsidies, and cornrnumty and mumcipal development as it relates to the 
prowsion of social services such as education, health and samtatlon 

Developing th s  type of capability m the region, possibly through a partnershp mechamsm, could 
help identlQ appropnate graduation cntena and could help track the changes in the social sector 
whlch Impact on economc restructunng and democratic reform as well as advance sustanable 
progress Wfule thls "Center" proposal was rejected last year, its need, now, is even more urgent 
At a mmmum, POT 3 2 requests funding to explore the feas~bility and possible alternatives for 
such a center 

The Regional Resource Request Tables for POT 3 2 follow 

regr4mam doc 
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4 2 Cross Cuttrng Programs - Regronal R4 

Partrclpant Trarnrng - Monrtorrng and Evaluatron 

NIS Project 1 1 0-001 2 Request $550,000 
CEE Project 180-0045 Request $550,000 

The EN1 Bureau contracts with the lnternatronal Sclence and Technology 
Institute, Inc (ISTI) for Monrtorlng and Evaluation Servrces Funds are budgeted 
to incrementally fund an exrstrng contract In direct support to EN1 field 
mlsslons and ENINVashmgton, lSTl provides full-trme In-house staff to manage 
the Global Trarnrng for Development contracts on both the CEE srde wlth World 
Learnrng Inc (WL), and the NIS side wrth the Academy for Educational 
Development (AED) Management of these contracts lncludes dally monltorrng 
of trarnlng Issues, reportrng on trarnlng provrder costs and programs, and regular 
evaluations of the rmplementlng contractors lSTl staff and consultants undertake 
trarnlng needs assessments, assrst mrssrons wrth partnershrp actrv~tles, provrde 
trarnrng plan support (rncludrng marntarnlng and updatlng web-based software for 
the shar~ng of tralnrng plans and programs throughout the regron), conduct 
workshops and conferences on trarnlng related subjects, and undertake specral 
program evaluatrons and studres as requested by EN1 Mlssrons and ENlMl 

The lSTl contract IS considered cross-cuttrng and reglonal because rts actrvrtles 
lnvolve all Mrssrons In the EN1 reglon and support all Strategic Objectrves 
targeted by those Mlsslons 

OFFICE OF PROGRAM COORDINATION AND STRATEGY 

$ 984,100 PSCs 
Cost IS sy=lrt funded between NIS ($608,460) and CEE ($375,640) 

Budget figures are based on antrcrpated needs for new 
PSCs and rncremental fundlng for exrstrng PSCs The levels 
are based on current salary costs and annual Increases 
consistent wrth Increases for drrect hrre staff Travel costs 
are computed for twelve trrps for the year reflectrng an 
Increase of travel requrred for CEE South-East support 

$ 820,000 CDlE 
Integrated Managrng for Results (570,000) (NIS $285,000 + CEE 
$285,000) 
~eve lo~ment  Informatron System ($250,000) (NIS $125,000 + CEE 
$1 25,000) 

CDlE Technrcal Assrstance Funds technical assrstance to 
EN1 mlsslons and ENlNV offices for strategrc and 
performance plannrng, and evaluation Servlces are 
provided through CDlE lQC 



$1,200,000 Evaluatlons for NIS ($600,000) and CEE ($600,000) 
Cross-Cuttlng Evaluatlons Prov~des fund~ng for ENINV 
managed Impact evaluat~ons, focused on transltlon Issues 
common to several countries, to be lnltlated and managed 
by the respectwe Program Objectwe Teams (POTS) and/or 
by PCS 

$ 200,000 OECD - (CEE $200,000) Techn~cal ass~stance 

$3,204,100 (NIS $1,618,460) (CEE $1,585,640) 

Admlnlstratlon (PSCs, travel, etc 1 

See budget table lme Items 1 a Compensation, 1 b Travel, and 1 c Equipment 

OTHER 

RSSA - USDA (Budget Llne ltem 2) 

PDS REQUIREMENTS (Budget Lme ltem 3) 

Funds requested under th~s actlv~ty will be used to contmue support of the 
recently estabhshed EN1 Y2K Resource Center Thls Center w~l l  be staffed by up 
to four full-t~me Y2K experts who will be available to provlde techn~cal ass~stance, 
trarnlng, contmgency planning, and l~m~ted commod~t~es to ensure Y2K 
preparedness In EN1 mlsslons The Y2K Resource Center wdl serve as a Y2K 
"SWAT" Team, ready to travel to address unantlclpated problems and TA 
requests from mlsslons Y2K problems and requlred f~xes are expected to 
pers~st well beyond January 1, 2000 

TECHNICAL SERVICES (Budget Lme Items 4 and 5) 

(1 ) Technrcal ass~stance In program and act~v~ty des~gn, results reportmg, close- 
out preparat~on, lnformat~on and flnanc~al management, and tralnmg servlces will 
contlnue to be supported through an mstltut~onal contract arrangement In 
add~tlon, funds are budgeted to prov~de d~rect short-term tralnmg support 
servlces to address EN1 Bureau needs (I e grant management, CTO tralnlng, 
act~v~ty monltonng, etc) 



(2) NGO Partnership Grant Program ENIIOM IS des~gning an NGO Partnership 
Grants actwity The purpose IS to develop and support techn~cal partnerships 
between small U S PVOs which have the enthus~asm and ded~cat~on to support 
the continued growth of civ~l soc~ety In Central and Eastern Europe and - 
md~genous NGOs USAID succeeded In fuelmg the exploswe growth of NGOs In 
CEE, but U S technical input, necessary for promotmg the susta~nabil~ty of local 
NGOs, continues to be crucial As USAlD closes its programs, most mdigenous 
NGOs st111 lack sk~lls In specific technical areas, fund ralslng, organ~zat~onal 
development, and advocacy Partnerships w~th small but experienced U S 
PVOs and local NGOs are one element of a larger U S effort to support the 
sustamability of c~vil society In CEE An annual competition w~l l  be held to award 
small grants for creatwe proposals to U S PVOs ENI/OM will char the selection 
process and appropr~ate techn~cal offices w~ll  manage the grants This actw~ty 
wdl be funded under Project 180-0032, the Non-Governmental Organization 
Development Project 



4 2 Cross Cutting Programs 
CEE 

~A/Tra lnm~ Support Insbtuhonal Contractor 
Impact Evaluatlons Inshtutlonal Contractor 

180-0029 MTEEP Evaluatlons 

180-0020 ABAlCEELl 
Reg Tralnlng 
Reg Nehnrorklng 
Reg Treatles 
IFES 

POT Wlde PDBS 

Management Fund 

Other Support 
OIM 

RSSA USDA 
Y2K Systems (Inst~tut~onal Cntr) 
TAlTralnlng (contract and dlrect) 
NGO PartnershlpGrant Program 

PCS PDBS 
CDlE Dev Info Svs 
CDlE lnteg Managlng for Results 
Cross Cutting Eval 
Admm (Travel Equlp etc ) 
Best Pract~ces Dlssemmabon 
CDlE Technical Assistance 
OECD 

OTHER PDBS 

Personal Sewlces Contracts 
(salaries travel equlp) 

DG 0020 
EEUD Trng 0045 
EEUD Trng 0029 
EEUD Other 
OIM 
PCS 
ECA 

Total 

Inlbal FY ICummulabvel Plpellne 1 FY 1999 1 I FY2OMl I FY2001 I 
of Fundlng I Obllgabons 1 Sept 98 1 FY 98 CO I FY 99 NOA I Est I Request IRemarks 

I I I 

I I I I I I I 

1 1 $200 0001 I $200 OWlSoc~al I Sector Evaluations 

R4funds xls 
0511 711 999 10 00 



4 2 Cross Cutting Programs 
NIS 

110-0012 Partlclpant Tralnlng 
TAlTralnmg Support lnst~tutronal Contractor 

11 0-0007 ABNCEELI 
Regl Trarnmg Econ 
Regl Nehhrorkmg 
Regl Treatles 
IFES 

POT Wlde PDaS 

Management Fund 

Other Support 
OIM 

RSSA USDA 
Y2K Systems(lnst1t contract) 
TArTralnlng (lnstlt contract) 

PCS PD&S 
CDlE Dev Info Svs 
CDlE lnteg Managlng for Results 
Cross Cumng Eval 
Admln (Travel Equlp e k  ) 
Best Practices Dlssemlnahon 
CDlE Technical Ass~stance 
OECD 

OTHER PDBS 

Personal Sewrces Contracts 
(salar~esltravellequ~p) 

EEUD 0001 
DG OW7 
OIM 
PCS 
NC A 
EEUD 0002 

Recoveries 

Total 

Inltlal FY lCummulahvel Plpellne I 1 FYI999 1 I FY2000 I FY2001 I 
of Fundrng I Obllgat~ons I Sept 98 1 FY 96 CO I FY 98 CO I FY 99 NOA I Est 1 Request IRemarks 

I I I I I I I I 
1 $300 0001 $300 0001Soclal Sector Evaldatlons 


